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On  page  3  of  your  submission  Mr*  Zinder,  you  disouss  the  poss- 
ibility  of  cheap  gas  bringing  industries  from  the  United  States 
to  Canada  or  of  building  up  an  export  demand,  in  which  I  take 
it  you  are  making  an  argument  for  a  cheap  price  in  the  publio 
interest  ? 

I  dc  not  believe  that  that  nocessarily  means  a  cheap  price,  Mr. 
Steer. 

Is  there  any  difference  between  a  low  price  and  a  cheap  price  ? 
Well  I  would  not  argue  as  to  what  the  difference  might  be.  I 
think  the  low  prico  and  a  cheap  price  are  probably  the  same 
thing. 

Thon  you  have  submitted  that  a  low  price  for  natural  gas  will 
build  up  an  export  demand  and  attract  industry  ? 

I  said  here  on  page  3  given  a  low  enough  field  price. 

* 

You  are  not  referring  to  the  same  passage  as  I  am.  I  am  referr¬ 
ing  you  to  down  about  the  middle  of  the  page  3,  where  you  say: 
T,A  low  price  for  natural  gas  or  oil  will  build  up  an  export 
demand  or  bring  industries  from  the  United  States  to 
Canada”  . 

That  is  right. 

And  that  means  a  cheap  price  for  natural  gas  would  do  those 
things  ? 

That  is  right. 

And  are  you  seriously  suggesting  that  there  is  a  possibility  of 
industry  being  attracted  from  the  United  States  into  the  Turner 
Valley  area  by  reason  of  the  presence  here  of  reserves  of  some 
345  billions  of  cubic  feet  of  gas  ? 

I  would  say  Mr.  Steer  that  the  price  of  gas  where  gas  is  an. 
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important  element  in  the  total  cost  of  the  profits  to  the  man¬ 
ufacturer  would  be  a  major  factor  in  the  location  of  that 
industry.  There  are  a  lot  of  factors  of  course  that  enter 
into  the  question  of  the  looation  of  industry*  I  am  not  sugg¬ 
esting  that  that  is  the  only  one. 

Yes,  but  I  think  you  have  hardly  answered  my  question  which 
was  whether  in  your  opinion  there  is  a  possibility  of  a  cheap 
price  of  gas  attracting  industry  from  the  United  States  into 
this  Turner  Valley  field  with  its  reserve  of  345  billion  cubic 
feet.  That  is  my  question.  Now  what  is  your  opinion  ? 

My  opinion,  Mr.  Steer,  is  that  there  is  a  possibility* 

And  what  industry  ? 

I  do  not  know  that  I  could  answer  that  offhand  Mr*  Steer, 

And  why  should  they  be  attracted  now  if  they  were  not  attracted 
ten  or  fifteen  years  ago  ? 

One  reason  might  be  Mr.  Steer,  that  if  the  price  of  gas  in  the 
United  States  has  gone  up  substantially  and  if  the  price  of  gas 
here  had  remained  constant  or  considerably  lower  why  that  would 
be  a  changed  situation  which  would  cause  a  movement  of  that  in¬ 
dustry. 

Your  figures  show  however  that  the  price  of  gas  in  the  United 
States  has  consistently  gone  down  ? 

No  my  figures  show,  Mr;  Steer,  that  it  has  consistently  gone 
down  to  a  point  in  about  1940  where  I  say  ws  the  low  point 
and  the  average  I  think  from  that  year  on,  the  trend  is  up* 

I  would  like  to  know  from  you  why  Turner  Valley  area  attracts 
industry  today  with  a  reserve  of  345  billions  when  it  did  not 
attract  it  we  will  say  six  or  seven  years  ago  when  the  reserve 
was  perhaps  twioe  as  muoh. 

Well,  Mr.  Steer,  there  ore  two  points.  One  is  I  do  not  make 
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the  conclusion  or  conolude  as  a  definite  fact  that  industry 
•will  be  brought  here.  I  say  it  is  a  possibility  "with  a  low 
price  of  gas  that  industry  would  bo  attracted.  I  do  not  say 
they  actually  would  move.  The  second  point  if  I  might  con¬ 
tinue,  Mr.  Steer,  is  that  the  point  I  have  ^ust  mentioned, 
namely  conditions  today,  maybe  considerably  different  than 
they  were  ten  years  ago.  If  I  might  illustrate  by  an  example. 
For  example,  the  oarbon  black  industry  we  know  in  the  States 
has  moved  from  one  location  to  another  as  the  price  of  gas 
increased  in  the  Appalachian  area,  increased  in  certain  fields 
in  the  south,  it  moved  to  other  fields  where  the  price  is  low. 
Now  there  is  an  example  of  an  industry  moving  from  location  to 
location  because  of  the  price  of  gas. 

And  when  did  that  move  take  place  from  the  Appalachian  area 
for  tho  carbon  black  industry  ? 

That  was  many  years  ago. 

How  many  ? 

I  do  not  know  offhand. 

So  you  are  not  able  to  help  us  very  much  in  that  respect  ? 

Not  in  naming  specific  years. 

I  suggest  to  you,  Mr.  Zinder,  that  if  ten  or  fifteen  years  ago 

<  i 

there  was  -  I  wonder  if  I  could  get  the  figures.  I  will  sug¬ 
gest  to  you  that  ten  or  fifteen  years  ago  - 
THE  CHAIRMAN:  Pardon  me,  Mr.  Steer,  perhaps  Mr.  Bailey 

can  find  for  you  quickly  the  figures  you  are  looking  for. 

MR.  STEER:  Yes,  I  would  like  to  get  the  reserves  of 

gas  in  Turner  Valley  we  will  say  in  1935  and  the  amount  of 
waste  that  has  occurred  to  that  time. 

MR.  MCDONALD:  There  has  never  been  an  estimate  of  reserves 


around  1935. 
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THE  CHAIRMAN:  I  do  not  know  if  Mr.  Bailey  can  get  it  yet. 

MR.  STEER:  What  is  in  my  mind,  Mr.  Zinder,  why  this 

waste  gas  assumes  in  your  mind  today  a  value  so  much  greater 
than  it  had  when  it  was  being  blown  into  the  air  by  billions 
and  billions  of  cubic  feet  ? 

The  actual  value  of  the  gas  today  is  partly  made  by  the  market 
to  which  it  is  being  dedicated  but  which  is  a  changed  situation 
from  what  it  was  previously. 

Yes,  we  discussed  that  yesterday. 

4 

That  is  right,  which  is  one  factor.  In  addition  I  really  be- 

( 

lieve,  this  is  a  matter  of  my  personal  opinion,  of  course, 
that  that  gas  even  though  it  was  wasted  had  a  value  at  that 
time . 

It  had  the  same  value  then  as  it  has  now,  when  you  are  talking 
about  the  value* 

Well  I  would  not  go  so  far  as  to  say  it  had  the  same  value 
then  as  it  has  now. 

Perhaps  you  will  tell  us  now  why  it  did  not  have  the  same  value 
then  as  it  has  now  ? 

Well  as  I  said  in  determining  value  there  are  various  factors 
that  have  to  be  taken  into  consideration. 

And  what  are  they  ? 

One  of  them  is  the  cost  which  has  an  influence  on  value.  If 
the  costs  were  different  then  than  they  are  today  that  might 
have  made  for  a  change  in  the  value. 

And  by  that  value  you  mean  what  ? 

By  value  I  mean  the  prioe,we  were  speaking  of  market  value. 

All  right,  then  let  us  understand  that. 

All  right,  I  mean  the  price  that  that  gas  would  bring  in  the 
market . 

Very  well  now,  you  say  that  there  are  other  influences  on  the 
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market  price  of  gas  operating  today  other  than  the  in¬ 

fluences  that  were  operating  ten  years  ago,  do  you  ? 

I  said  there  are  influences  that  might  be  different  and  one 
that  is  different  is  the  fact  that  this  gas  which  has  been 

previously  flared  is  now  dedicated  to  the  market. 

All  right  now,  what  other  influences  or  factors  have  you  in 
your  mind  which  are  going  to  make  for  a  higher  price  for  this 
gas  today  than  ton  years  ago.  What  are  they  ? 

I  am  assuming  and  I  have  to  make  certain  assumptions  that  the 
cost  of  labour  today  is  higher  than  it  was  ten  years  ago. 

You  are  assuming  that  ? 

That  is  right.  Now  I  have  not  made  a  study  of  those  factors 
and  I  cannot  say  that  is  so  as  a  fact. 

Yes,  what  else  ? 

Now  the  price  of  coal  today  may  be  higher  than  it  was  ten 

years  ago.  Now  there  again  I  am  assuming  it  as  a  possibility. 

Yes. 

I  have  not  made  the  statement,  Mr.  Steer,  that  gas  is  more 
valuable  today  than  it  was  ten  years  ago.  I  made  no  study  as 
to  what  the  value  of  that  gas  might  have  been  ten  years  ago. 
Meaning  market  value  ? 

Yes,  market  value. 

Are  there  any  other  factors  that  you  want  to  mention  which 
will  moke  for  a  higher  price  today  than  ten  years  ago  ? 

* 

The  price  of  oil  ten  years  ago  and  today  might  have  an  in¬ 
fluence  on  the  value. 

Yes,  now  anything  else  ? 

I  would  say  those  ore  the  two  principal  ones. 

And  you  have  not  said  that  these  factors  have  influenced  the 
price  of  gas.  What  you  have  said  is  that  it  may  be  that  these 
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factors  have  influenced  that  price.  That  is  just  what  you 
said  ? 

i 

I  said  these  factors  do  have  an  influence  on  price  and  there¬ 
fore  if  there  was  any  change  in  those  factors  botween  ten 
years  ago  and  today  that  that  would  be  reflected  in  a  change 
in  the  value  of  the  gas. 

I  think  you  could  have  answered  my  question,  yes,  because  that 
is  exactly  what  I  put  to  you.  Now  than  is  there  any  difference 
in  the  conditions  under  which  this  gas  is  produced  today  and 
the  conditions  in  which  it  was  produced  ten  years  ago  ? 

Not  to  my  knowledge. 

It  was  a  waste  product  then  and  it  is  a  waste  product  now,  say® 
for  this  question  of  regulation.  That  is  right? 

By  regulation  you  mean  the  fact  that  the  gas  is  to  be  repress¬ 
ured  and  saved  for  the  future  ? 

I  mean  what  this  Act  has  done  for  it.  It  has  provided  a  market 
for  it  and  provided  a  scheme  for  repressuring.  Leave  that  out 
of  consideration  and  I  say  to  you  that  the  gas  is  producod 
under  oxactly  the  same  conditions  today  as  it  was  ten  years 
ago  ? 

I  said,  yes. 

It  was  a  waste  product  then  and  it  is  a  waste  product  now,  save 
for  those  conditions  which  I  have  mentioned  ? 

Save  for  those  conditions,  right. 

I  am  talking  now  about  the  gas  that  was  flared,  I  am  not  talk¬ 
ing  about  the  gas  that  goes  to  the  market. 

That  is  my  understanding. 

Then  I  would  like  to  refer  you  to  Page  4.  You  say  in  the  last 
paragraph  on  that  page; 

’’Every  gas  well,  when  connected  to  a  pipe  line  outlet, 
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declines  in  rock  pressure  and  deli verability  day  by  day 
and  year  by  year  until  its  ultimate  exhaustion  and  aban¬ 
donment.  Therefore,  to  maintain  adequate  supplies  when 
the  domand  is  fairly  constant  many  wells  must  be  drilled 
to  replace  the  gas  being  utilized  and  compressor  stations 
must  bo  built  t#  increase  the  doliverabili ty  from  low 
pressure  wells”. 

What  chance  is  there  of  anyone  being  called  upon  to  drill  new 
wells  in  this  field  and  incur  those  risks  that  you  speak  of  ? 
In  this  field,  Mr.  Steer,  I  cannot  say  as  to  whether  or  not 
deliverability  would  bo  maintained  by  increasing  the  number  of 
wells  drilled  or  by  the  addition  of  compressors  or  some  other 
means. 

Now  would  your  view  as  expressed  on  that  page  be  changed  if 
you  were  aware  of  the  fact  that  the  evidence  is  that  no  new 
wells  will  bo  required  until  1969  ? 

No. 

That  would  not  change  your  view  ? 

No.  I  might  add,  Mr.  Steer,  that  on  Page  4,  I  am  speaking  of 
tho  characteristics  os  I  see  them  of  the  natural  gas  business. 
Now  I  am  glad  to  discuss  it  with  particular  reference  to 
Turner  Valley,  but  I  would  like  to  point  out  that  I  have  not 
said  that  all  these  factors  apply  to  Turner  Valley. 

Well,  of  course  Mr.  Zinder,  tho  only  field  that  we  are  inter¬ 
ested  in  is  Turner  Valley,  so  I  would  like  you  to  discuss 
these  factors  cas  applicable  to  Turner  Valley,  having  in  mind 
the  fact  we  are  told  that  there  is  enough  drilling  here  to 
supply  this  Calgary  system  until  1969.  Now  having  that  in 
mind  perhaps  you  will  discuss  these  factors  applicable  to 
Turner  Valley  ? 
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A  I  will  bo  glad  to. 

MR.  MoDONALD:  Mr.  Chairman,  my  recollection  is  that  Mr* 

i 

R.  E.  Davis’  evidence  is  about  1962  or  1964*  Are  you  refer¬ 
ring  to  his  evidence  ? 

MR.  STEER:  I  am  referring  t-o  Mr.  Stevens-Guille . 

MR.  MoDONALD :  I  would  like  to  point  out  that  Mr.  R.  E. 

Davis’  evidence  is  of  an  earlior  point  than  either. 

MR.  STEER:  If  you  like  to  take  Mr.  R.  E.  Davis’ 

evidenoe  all  the  way  that  is  fino,  but  I  think  we  will  take 
Mr.  St evens-Guille ’ s  evidence. 

0,  However,  I  will  ask  you  to  discuss  it  on  the  basis  of  Mr. 

Stevens-Guille’ s  evidence  as  to  1969  and  I  think  I  am  right 
in  that  ? 

A  I  think  I  answered  your  question,  Mr.  Steer,  that  even  though 
the  ovidence  may  be  that  increased  drilling  will  not  be  nec¬ 
essary  until  1969,  I  still  say  that  for  the  life  of  the  field 
therefore,  to  maintain  deliverability ,  you  have  to  make  added 
investments  for  the  same  market.  Either  in  drilling  oost  or 
in  compressor  stations,  or  in  gathering  lines  or  in  some  other 
factor. 


(  Go  to  Page  4118  ) 
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I  notice  that  at  the  top  of  page  5  you  mention  "To  increase 
the  deli  verabilit  y  from  low  pressure  wells."  Will  you  tell 
us  why  you  inserted  that? 

The  question  was  wh y  I  inserted  that? 

Yes.  What  knowledge  have  you  of  low  pressure  wells  in  Turner 
Valley  or  elsewhere? 

I  have  not  any  knowledge  if  that  is  what  you  are  asking,  Mr. 
Steer,  that  comes  from  actual  drilling  of  the  wells  or  other 
operations.  I  am  not  a  geologist  and  I  have  not  really, 
as  I  have  stated,  I  have  made  studies  of  these  factors  as 
they  have  come  to  my  attention.  Now  with  respect  to  why  I 
have  inserted  that,  it  is  my  understanding  and  knowledge  that 
as  a  well  produces  its  rock  pressure  declines.  Now  as  its 
pressure  declines,  and  it  is  necessary  to  maintain  a  oertain 
pressure  in  order  to  deliver  that  gas  to  market,  some  way 
must  be  found  to  maintain  that  pressure.  Now  that  can  be 
done  by  drilling  additional  wells,  which  is  done  in  certain 
fields,  and  in  that  way  maintain  the  deliverabili ty,  the 
total  deli verability  being  the  total  amount  to  be  delivered 
to  the  market,  or  can  be  done  by  means  of  additional  com¬ 
pression. 

And  you  are  not  referring  particularly  to  the  Turner  Valley 
when  you  are  talking  about  those  low  pressure  wells  at  all? 
No,  just  generally. 

I  see.  Are  you  aware  of  the  fact  that  a  part  of  the  scheme 
under  consideration  here  has  to  do  with  the  gathering  of  low 
pressure  gas? 

Yes  . 

Have  you  studied  that  aspect  of  it? 

I  have  not. 

Is  it  your  view  that  the  cost  of  the  gathering  of  that  low 
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pressure  gas  mast  be  charged  against  the  Calgary  consumer, 
as  you  think  the  cost  of  repressuring  ought  to  be  charged 
against  the  Calgary  consumer? 

A  Under  normal  circumstances,  I  would  say  yes, 

Q,  So  that  your  view  is  that  with,  regard  to  all  the  facilities 

that  we  are  discussing  here,  the  consumer  pays? 

A  I  would  not  say  completely,  Mr.  Steer.  I  would  have  a 

qualification  to  this  extent,  if  I  might  explain,  I  am 

taking  the  position  that  the  proper  price  at  the  well  head 
is  the  value  of  service.  Now,  that  may  or  may  not  return  to 
the  investor  a  return  on  his  money  and  his  investment  over  a 
period  of  years.  Wherever  that  falls,my  position  is  that  that 
is  the  price  that  it  ought  to  pay  with  respect  to  the  gathering 
facilities.  And  this  is  outsidoof  my  direct  testimony  here, 

Mr. Steer . 

Q,  Well  if  you  are  not . 

A  . . .With  respect.. . 

Q,  Excuse  me,  Mr.Zinder.  I  do  not  want  to  ask  you  to  give  an 

opinion  on  a  matter  with  respect  to  which  you  think  you  are 

not  qualified,  and  if  you  are  not  qualified  simply  say  so, 
if  you  are  qualified  I  would  like  your  view.  You  have  given 
it  already  as  to  repressuring  and  you  have  said  that  repressur¬ 
ing  ought  to  be  charged  entirely  against  the  consumer.  Now, 
if  you  can  give  a  similar  view  with  regard  to  these  or  with 
regard  to  this  low  pressuring  cost  of  gathering  gas,  and 
delivering  it  to  the  absorption  plant,  I  would  like  to  have 
it. 

A  I  have  given  my  answer,  which  was  that  under  normal  conditions 
I  would  say  yes. 

Q,  Yes.  Now,  the  evidence  here  is  . . 
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MR.  LTcDONALD:  Just  a  minute,  Mr  .Chairman,  tbs 

witness  was  continuing  an  explanation  of  his  previous  answer. 
He  is  entitled  to  proceed  if  he  likes. 

MR.  STEER:  Will  the  Court  Reporter  read  the 

answer? 

BY  THE  REPORTER  READING-:  ”A.  I  would  not  say  completely, 

Mr.  Steer.  I  would  h^ve  a  qualification  to  this  extent,  if 
I  might  explain,  I  am  taking  the  position  that  the  proper 
price  at  the  well  head  is  the  value  of  service.  Now,  that 
may  or  may  not  return  to  the  investor  a  return  on  his  money 
and  his  Investment  over  a  period  of  years.  Wherever  that 
falls, my  position  is  that  that  is  the  price  that  it  ought  to 
pay  with  respect  to  the  gathering  facilities.  And  this  is 
outside  of  my  direct  testimony  here,  Mr*  Steer.” 

THE  CHAIRMAN:  But  at  a  point  further  back,  Mr. 

Howard,  Mr  .Zinder  was  about  to  say  something  and  Mr.  Steer- 
said  "Excuse  me”. 

MR.  MCDONALD:  No,  that  was  the  point,  Mr. 

Chairman.  If  the  witness  wishes  to  proceed  with  the  explan¬ 
ation  he  has  in  mind,  I  think  he  should  be  entitled  to. 

Q  M'R.  STEER:  All  right,  Mr.  Zinder,  yon  just  go 

ahead. 

A  Thank  you,  Mr.  Steer.  I  differentiate  then  between  setting  a 
value  or  a  price  at  the  well  and  determining  a  price  or  oost 
for  gathering  of  gas.  In  my  opinion  the  usual  and  normal 
utility  regulatory  principles  apply  to  an  operation  of  that 
character,  where  you  have  an  investment  in  gathering  lines 
or  in  transmission  lines  or  in  distribution  lines.  The 
utility  regulatory  principle  in  my  opinion  would  provide  for 
a  return  on  that  investment  which  was  made  for  the  delivering 
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of  that  gas  from  the  low  pressure  wells  to  the  scrubber  and 
eventually  to  the  market  as  part  of  the  cost  of  the  gas, 
provided  that  the  investment  na  de  is  a  prudent  investment,  and 
it  does  not  represent  property  not  used  and  useful  and  so  forth. 
And  I  am  through,  Mr.  Steer. 

Q,  Now,  what  you  have  said,  Mr. Zinder,  is  your  statement  of  princ¬ 
iple  is  applicable  to  the  low  pressure  wells  in  the  South 
end  of  Turner  Valley? 

A  That  is  correct. 

Q,  That  is  correct? 

A  Yes . 

Q,  And  from  that  I  gather  that  what  you  think  happens  down  there 
is  that  gathering  lines  go  to  these  wells  and  deliver  the  gas 
to  the  scrubber  and  the  gas  is  scrubbed  and  delivered  to  the 
market? 

A  Broadly  sp eaking , yes .  I  cannot  say  offhand  whether  it  goes 

first  to  the  scrubber  and  then  to  the  market  or  whether  it  goes 
to  the  absorption  plant  first  offhand. 

Q,  We II,  the  fact  is,  Mr  .Zinder,  that  there  was  an  absorption 

plant  in  that  area  which  was  connected  up  with  a  number  of 
wells  and  that  there  were  a  large  number  of  low  pressure  wells 
in  the  area  which  could  not  deliver  their  gas  to  that  absorp¬ 
tion  plant,  and  that  under  this  scheme  those  low  pressure 
wells  were  connected  with  the  ansorption  plant  and  had  the 
effect  of  increasing  the  amount  of  gas  that  passed  through 
the  absorption  plant  of  from  20  to  5  0  billion  cubic  feet. 

MR.  HARVIE:  I  do  not  think  that  is  the  evidence. 

THE  CHAIRMAN:  Well,  let  us  say  it  increased  it  from 

x  to  x  plus  y,  and  extended  the  life  of  the  absorption  plant 
a  number  of  years. 


MR.  STEER: 


All  right. 
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Q,  Now,  I  asked  you  is  it  your  opinion  that  the  consumer  pays 
under  those  circums tancas 

A  Under  the  circumstances  you  have  described,  Mr.  Steer,  X  would 
say  that  the  consumer  would  pay  his  share  of  the  cost  of  that 
gathering  based  upon  an  allocation  between  the  use  of  those 
facilities  in  carrying  gas  for  the  absorption  plant  as  against 
gas  for  the  market. 

Q,  Have  you  had  any  experience  in  making  such  allocations? 

A  I  have  made  many  cost  allocations  of  both  natural  gas  and 
electrical  utility  system  costs. 

Q,  But  that  does  not  answer  my  question  .quite.  I  asked  you 

if  you  had  any  experience  in  making  such  allocations  of  costs 
as  that  to  which  you  have  referred  to  in  the  South  end  of  the 
field? 

A  I  have  not  had  exactly  similar  cases,  Mr.  Steer. 

Q,  Yes  •  Nov;  I  refer  you  to  Pages  6  and  7,  and  I  am  not  going  to 

weary  you  by  repetition  of  things  that  we  talked  about  yester¬ 
day.  I  take  it  that  on  Page  6  and  to  the  end  of  that  section 

on  Page  7,  you  are  dealing  there  with  other  uses  that  can  be 

made  of  this  commodity.  You  do  regard  it  as  a  commodity? 

A  Yes,  I  do  regard  i t  as  a  commodity,  and  having  a  growing  use 
as  a  commodity  according  to  all  information. 

Q,  And  your  suggestion  is  that  we  can  look  forward  to  higher 

prices  for  this  commodity  in  the  future  because  of  these  other 
uses  that  you  speak  of? 

A  Yq  s  » 

Q,  But  you  are  not  prepared  to  assist  us  by  telling  us  what  ones, 
if  any,  of  these  other  uses  can  be  made  of  this  gas  in  this 
area  from  an  economical  point  of  view  ? 

A  No,  I  am  not,  Mr "Steer.  I  have  not  made  a  study  of  that* 
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Q.  And  I  need  not  ask  you.  then  whether  you  know  of  any  industries 
that  are  prepared  to  move  into  Turner  Valley  by  reason  of 
our  supply  of  gas? 

A  I  do  not  know. 

Q,  No.  And  we  ave  got  an  ammonia  plant  here,  which  some  people 
think  was  attracted  to  this  area  by  the  cheapness  of  the  gas 
that  could  be  got  and  by  the  fact  that  ammonia  was  necessary 
for  the  war  effort.  You  know  that? 

A  Yes  ,  I  do  . 

Q,  Have  you  any  ideas  on  the  price  that  such  a  plant  oan  pay  for 
gas  and  operate  economically? 

A  No,  I  have  not. 

Q,  Have  you  any  explanation  to  make  as  to  why  the  consumer  now 

should  pay  more  for  gas  of  this  character  that  you  have  described 
with  these  uses  possibly  that  you  have  described,  why  should 
the  consumer  under  those  conditions  pay  more  now  for  his  gas? 

From  what  you  have  said  in  your  brief  on  Pages  6  and  7,  and 
from  what  you  have  now  told  us,  that  is  no  reason  why  the 
consumer  should  pay  highei  prices  for  his  gas,  is  it? 

A  I  would  say,  Mr.  Steer,  that  if  after  considering  all  these 
factors  one  arrives  at  a  value  of  gas  at  the  wells  which  would 
in  turn  cause  an  increase  in  the  price  to  this  consumer,  then 
I  would  say  I  should  think  he  ought  to  pay  that  increased 
price. 

Q,  Your-  argument,  however,  is  not  that  because  of  your  discussion 
of  these  possible  future  uses  of  the  gas  that  the  gas  is 
more  valuable  at  the  wellhead  from  a  point  of  view  of  market 
value  than  otherwise  it  would  be.? 

A  No,  not  necessarily. 

Q,  In  other  words,  what  the  consumer  ought  to  pay  for  this  gas 
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today  is  the  same  as  he  ought  to  pay  ten  years  agof  a  prioe 
determined  by  the  law  of  supply  and  demand  applied  to  a  single 
market? 

A  No,  I  cannot  say  applied  to  a  single  market,  Mr.  Steer. 

Yesterday  I  mentioned  what  I  termed  a  demand  curve.  In  other 
words  for  various  prices  of  gas  in  the  field  or  at  the  wells, 
or  in  the  market  you  can  draw  a  curve  for  each  point.  You 
would  find  a  market  for  a  certain  volume  of  gas  or  determine 
how  much  gas  would  be  used  at  that  price.  Now,  if  you  get 
the  price  down  low  enough,  you  might  find  one  of  these  plants, 
small  or  large,  that  would  come  up  here*  I  do  not  know.  I 

have  not  made  a  study  of  that  factor.  I  am  simply  suggesting 
that  natural  gas  having  come  now  into  certain  new  uses, 
that  is  a  market  factor.  Under  those  conditions  I  cannot 
say  that  we  are  dealing  only  with  a  single  market.  I  would 

say  this,  that  it  would  appear  to  me  that  the  single  market 
certainly  is  by  far  the  predominating  if  not  the  determining 
factor,  but  I  would  not  want  to  rule  out  completely  these 
other  possibilities,  even  though  they  may  not  be  probable  or 
may  not  be  something  that  you  look  forward  to  this  year  or 
next . 

Q,  I  thought  we  had  agreed  yesterday  that  from  a  practical  point 
of  view  the  Calgary  system  was  the  only  market  at  the  moment 
for  this  gas.  We  did  not  agree  on  that,  eh? 

A  I  would  answer  the  question  today  the  same  as  I  did  yesterday 

if  the  same  question  was  asked. 

$ 

Q,  Well,  I  certainly  had  the  impression  that  you  told  me  yesterday 
that  the  only  economical  and  practical  market  today  for  this 
gas  was  the  Calgary  system? 

A  No,  I  think  I  have  answerod  the  question . . 
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MR.  MCDONALD:  Just  a  minute.  Are  you  talking  about 

the  same  things ?  Mr.  Steer  is  talking  about  the  Calgary 
system.  The  Calgary  system  will  include  as  consumers  in 
Calgary/  and  the  other  things  the  w itness  has  spoken  about. 
They  are  two  different  things. 

THE  CHAIRMAN:  Well  it  is  a  g  ingle  system,  and  a 

single  market.  I  do  not  think  there  is  any  doubt  about  that. 
MR.  MCDONALD:  But  there  might  be  demands  created 

on  that  market  beyond  what  has  been  said. 

Q,  MR.  STEER:  ^ou  would  not  expect  a  carbon  b]ack 

company  to  come  out  here  and  buy  its  gas  from  the  Canadian 
Western  Company,  would  you? 

A  No,  I  would  not. 

Q,  Would  you  expect  the  Fischer-Tropsoh  plant  to  buy  its  gas 

from  the  Canadian  Western  system,  having  in  mind  the  way  that 
system  gets  its  gas? 

A  No,  I  would  not. 


(Co  to  page  4126). 
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0.  On  page  9  of  your  statement,  your  first  sentence  says 
th  is  • 

MIt  becomes  necessary  to  place  a  value  directly 
on  natural  gas  at  the  well  head.” 

Will  you  explain  the  difference  between 
the  "well  head  price5’  of  gas  and  the  ’’gathered  price”  of 
gas? 

A  Yes.  It  is  my  position,  Mr.  Steer,  that  the  well  head 
price  of  gas  should  be  set  at  a  point  representing  the 
value  of  that  gas  at  that  point.  The  price  for  gathering 
the  gas,  it  is  my  opinion,  should  be  set  on  utility 
regulatory  principles  which  represent  cost  determined  in 
accordance  with  the  law  of  the  land,  as  to  the  regulation 
of  uti  lit  ies . 

Q,  Yes,  but  my  question  had  more  to  do  with  the  technical 

differences  between  the  two  terms,  what  is  the  difference 
between  the  term  ’’well  head  price”  and  "gathered  price", 
is  this  not  so,  that  sometimes  the  pipeline  company  buys 
its  gas  from  the  operator  of  the  well  at  the  well  head 
and  the  pipeline  company  pipes  it  into  its  system,  now 
that  is  the  well  head  price. 

A  That  is  co  rrect . 

q,  is  that  right? 

A  That  is  correct. 

Q  And  in  other  cases,  the  pipeline  company  constructs  a 

gathering  system,  -  at  least  a  group  of  producers  constructs 
a  gathering  system  and  they  deliver  their  gas  into  th«[t 
gathering  system  and  deliver  it  to  the  pipe  line  company 
at  a  central  point. 

A  That  is  right. 


01-2 


H.  Zinder, 

Cross- Exam,  by  Mr.  St  ear. 

-  4127  - 


Q  Yes,  New  the  latter  is  the  price  which  is  paid  by  the 
pipeline  company  at  the  central  point  and  that  price  is 
the  "gathered  price"  of  t  ha  t  gas, 

A  Yes. 

Q  fnd  the  price  which  is  paid  at  the  well  head  is  the  "well 
head  price"  of  the  gas? 

A  Ye  s. 

Q  And  in  answering  a  question  that,  was  interjected  by  someone, 

I  think  it  was  my  learned  friend,  Mr.  Chambers,  yesterday  or 
the  day  before  yesterday,  at  the  bottom  of  page  3950  you  say: 

"Natural  gas  at  5  cents  per  mef  in  the  Gulf  coast 
region  of  the  United  states  can  still  be  trans¬ 
ported  over  120  0  miles  into  the  heart  of  the  coal 
region  of  West  Virginia  and  Kentucky  and  the 
Appalachian  natural  gas  fields." 

A  Might  I  take  a  look  at  that,  Mr.  Steer? 

Q,  I  have  marked  it  there.  (Handed  volume  of  evidence  to  witness) 

A  Yes. 

Q  Can  you  tell  us  the  particular  project  you  had  in  mind 
there? 

A  That  particular  project  was  the  sale  of  gas  by  the  Chicago 
Corporation  to  the  Tennessee  Natural  Gas  project. 

Q  Yes  and  I  understand  that  the  Chicago  Corporation  ha  s  a 
gathering  system  there,  where  it  takes  the  natural  gas 
from  the  operators  of  the  wells,  puts  it  through  an 
absorption  plant  and  under  this  contract,  which  you 
have  in  mind  here,  it  delivers  that  gas  at  a  central 
point  . 

A  Those  deliveries,  Mr.  Steer,  are  made  at  the  outlet 
side  of  the  absorption  plant. 
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Q,  Yes,  and  when  you  said  to  my  learned  friend,  Mr.  Chambers, 
that  that  was  the  well  head  price,  you  meant  it  was  the 
price  at  the  outlet  of  the  absorption  plant,  did  you? 

A  Well  Mr.  Chambers’  question,  as  I  recall  it,  had  to  do  with 
my  Table  No,  5,  1  thought,  no,  not  5,  Table  No . 

0  Perhaps  you  will  read  it  at  the  bottom  of  page  3950  and 
3951.  You  see  you  are  obviously  talking  there,  Mr.  Zinder, 
at  the  bottom  of  page  3950  about  the  gas  delivered  by  the 
Chicago  Corporation  t  o  t  he  Tennessee  Natural  Gas  Project, 
are  you  not  ? 

A  Yes . 

Q,  And  you  talk  there  about  5  cents,  and  Mr.  Chambers  asked 
you  whether  that  was  "well  head7’  and  you  said  "yes”,  is 
that  right? 

A  No,  that  is  not.  I  would  like  to  correct  that  statement 
on  the  record.  I  thought  Mr,  Ghembers  was  referring  to 
my  Table  No,  3 -a. 

Q  Mr.  Zinder,  how  could  you  possibly  think  that? 

A  Well,  -  I  .  ,  •  •  « 

Q,  How  could  you  possibly  think  it?  Is  there  any  reference 
there  to  Table  3-A? 

A  No,  there  is  not, 

q  No,  and  what  you  say  now  is  that  you  made  a  mistake? 

A  That  is  right. 

q  And  instead  of  well  head  price  you  meant  gathered  price, 

A  For  that  particular  project  and  that  was  the  one  I  had 
in  mind  at.  that  point,  yes. 

q  THE  CHAIRMAN:  Who  operates  the  scrubbing  plant  at 

that  point? 

A  The  chiecgo  Corporation  operates,  oh,  pardon  me,  the 
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absorption  plant,  -  the  Chics  go  Corporation  operates  the 
absorption  plant,  I  think  there  are  other  corporations 
which  are  affiliated  and  some  non-af f i lie t ed  with  the 

i 

Chicago  Corporation,  who  operate  the  absorption  plant 
from  which  this  gas  is  obtained. 

Q,  MR.  STEER:  Now  that  gas  is  sweet  gas? 

A  Yes . 

Q,  And  what  you  tell  us  now  is  that  the  Chicago  Corporation 
processes  that  gas  from  the  well  owners  or  processes  that 
which  it  gets  from  its  own  wells,  carries  it  throguh  the 
ebosrption  plant . 


MR.  BLANCHARD: 

Sweet  gas? 

Q, 

MR.  STEER: 

Yes, 

carries  it  through  the 

ab  so  rpt  ion 

plant  8  nd  then 

d  eliver  s 

it  at  8  central  point  to 

this  pipe' 

line  oompany  at 

5  cents 

a  t  housand . 

A  5  cents  a  thousand  for  the  first  five  years,  I  believe  it  is. 

Q,  Yes. 

A  And  higher  prices  thereafter. 

Q  Slightly  higher? 

A  About  a  cent,  I  think. 

0  Now  you  talk  about: 

"recognition  of  the  existence  of  a  market  value  of 
natural  gas  at  the  well  head  in  the  United  States 
dates  back  to  at  least  1922,” 

And  then  you  say  that  • 

"The  publication  of  such  data,  which  in  some  respects 
is  equivalent  to  the  posting  of  field  prices,  has  no 
doubt  had  a  stabilizing  effect  on  field  prices  through¬ 
out  the  United  states." 


That  is  on  page  9, 


i 


f 


01-5 


H.  Zinder, 

Cross-Exam,  by  Mr.  Steer. 

t 

-  4130'  - 


A 


Q 

A 

Q 

A 


MR.  BLANCHARD:  I  would  like  to  ask  a  question  at  this 

moment,  do  you  intend  to  put  to  the  witness  that  "sweet  gas" 
is  -treated  in  an  absorption  plant,  that  is  all  I  want  to 
know  . 


THE  CHAIRMAN*.  You  are  confusing  ” sweet  gas”  with  "wet 

gas”. 


MR.  STEER:  "Sweet  gas”  may  be  wet,  without  any 

sulphur  oontent. 

MR.  BLANCHARD:  It  is  just  so  that  I  know  the  effect 

of  the  question. 

MR.  HARVIH:  I  gathered  all  along  that  there  has 

been  some  misunderstanding  of  that  term.  There  is  "dry  gas" 
and  then  there  is  ”sweet  gas”. 

MR.  BLANCHARD:  I  w  as  wondering  what  you  mo  ant  by  that. 

MR.  STEER:  perhaps  Mr.  Zinder  will  explain  what  is 

the  difference  between  "sweet"  and  "sour"  gas. 

The  difference  between  "sweet"  and  "sour"  gas  would  be  the 
relative  amount  of  sulphur  in  the  gas  which  has  to  be 
removed  for  market  purposes.  Now  "sour"  gas  is  considered 
gas  that  ha  s  a  substantial  amount  of  sulphur. 

"Sour”  gas  has  to  go  through  a  scrubber  and  "sweet  gas" 
ha  s  no  t  ? 

That  is  right. 

And  both  sweet  and  sour  gas  may  have  a  gasoline  content 
that  can  be  removed  in  an  absorption  plant? 

That  is  right. 

MR.  STEER:  I  thought  we  all  understood  that. 

MR.  BLANCHARD:  No,  I  did  not  understand  it. 

MR.  STEER:  I  would  have  thought  my  learned  friend, 

Mr.  Harvie,  did. 
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MR.  HARVIE :  I  thought  I  did,  but  I  thought  it  was 

being  confused. 

Q  MR.  STEER:  Then  you  say,  what  you  call: 

’’Posting  of  field  prices  hes  no  doubt  had  a  stabilizing 
effect  on  field  prices  throughout  the  United  States.” 

Now  I  would  like  to  ask;  you,  Mr.  Zinder, 
if  you  know  of  any  instance  where  that  has  occurred? 

A  Wher  e  what  ? 

Q,  You  say  ’’the  posting  of  field  prices’,  as  you  call  them, 

’has  no  doubt  had  a  stabilizing  effect  on  field  prices 
throughout  the  United  States.”  And  I  would  like  to  know 
whether  you  can  give  us  any  further  information  about  that, 
do  you  know  of  any  case  where  those  stabilizing  influences 
have  been  exerted? 

A  Well  it  i s  my  opinion  that  it  has  a  general  stabilizing 
effect  upon  prices  in  the  field. 

%  now  that  is  your  general  opinion  without  any  instances  of 
it  to  support  it. 

A  Well,  Mr.  Steer,  what  I  had  in  mind  there  was,  and  that  is 
a  statement  of  opinion,  is  that  before  a  purchaser  goes  in 
or  goes  out  to  purchase  gas  in  a  particular  field,  he  is 
going  to  get,  as  one  of  the  bits  of  information  that  he 
would  want  to  have,  as  much  information  on  the  prices  being 
paid  for  gas  in  that  field  and  in  adjacent  fields  as  he  can 
get.  Now  one  place  to  get  that  information  is  the  Bureau 
of  Mines  publications. 

Oj  Is  it  possible  that  he  will  get  anything  more  in  the  Bureau 
of  Mines  publications  on  the  question  of  prices  than  you  have 
given  us  here? 

A  He  can  get  it  by . 


•  > 
V.- 


■> 


!  I  v>  '*:‘i 


u  v. 


v 


•-•r'1:*' 


• :  i.' 


jiT 


I  !'• 


u  j. 


■r r. 


I  >;■ 


r  P 

"J 


vt 


-  .-i 

1  j.  :  \j 


r 


.  ;  ;.i 


_  ■-.* 


i. 


•  )L- 


.  \ 


r 


r 


if;  *  ,  ' 


|  r  ■ 


0  }. 


j. 


r-  - 


01-7 

H.  Zinder, 

Cross-Exam,  by  Mr.  Steer. 


•> 


-  4132  - 

Q  Going  into  the  field  ,  I  suppose. 

A  I  do  not  think  that  the  Bureau  of  Mines  shows  prices  by 

fields.  It  will  show  it  by  States. 

Q,  So  your  suggestion  is  that  because  the  Bureau  of  Minas 

gathers  data  and  computes  average  prices  over  the  United 
States  for  gas,  a  man  who  is  going  to  make  a  bargain  for 
gas,  will  look  at  those  average  prices  for  that  purpose, 
is  tha  tit? 

A  It  is  pert  of  the  information  which  he  would  get. 

i 

Q,  .  And  that  is  all  he  needs? 

A  That  is  right. 

o  And  you  cannot  give  us  a  single  instance  where  it  has  been 
done,  in  your  experience? 

A  No. 

Q  Because  I  think  if  I  were  going  to  buy  gas  from  the  Hugoton 
field  I  would  gD  to  the  Hugoton  field  and  find  out  what 
other  people  were  paying  for  it  down  there. 

A  Sometimes  you  can  find  that  information  and  sometimes  you 
cannot  get  it,  Mr.  Steer. 

q  I  see.  Then  you  go  on  to  say: 

’’The  market  value  of  natural  gas  at  the  well  head 
is  recognized  in  many  ways  and  is  useful  for  many 
purpose  s. ” 

Now  that  acually  means,  when  you  say 
’’the  market  value  is  recognized'’,  you  mean  that  you  oan,  - 
or  perhaps  you  do  not  ,  -  but  I  thought  you  me  ant  you  could 
go  into  the  field  end  determine  what  gas  Was  selling  for. 
You  did  not  mean  that,  just  what  do  you  mean  by  saying  that 
’’the  market  value  of  natural  gas  at  the  well  head  is  recog¬ 


nized”? 
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A  Well  I  say  that  the  mere  recognition  of  a  price  of  gas  at 
the  well  head  is  represented  by  the  publication  of  the 
Bureau  of  Mines  of  the  Department  of  the  Interior. 

Q,  And  how  is  that  obtained? 

A  It  is  ascertained,  to  my  knowledge,  by  a  questionnaire. 

Q  To  your  know  ledge? 

A  Yes. 

q  What  do  you  mean  by  "to  your  knowledge"? 

A  As  I  understand  it,  the  Bureau  of  Mines  sends  out  a 

que  stionnair  e. 

0,  Have  you  seen  the  questionnaire? 

A  That  is  a  little  difficult  to  answer,  Mr.  Steer,  because 

when  I  was  with  the  Federal  Power  Commission  we  did  request 
the  Bureau  of  Mines  to  send  over  to  us  all  the  publications 
which  they  were  using  and  if  I  recall  correctly,  that  form 

\ 

was  included  among  them.  Now  I  do  not  remember  it  ,  specific 
ally. 

q  You  refer  on  page  9  to  the  Hugoton  fielu  and  you  say: 

"in  a  recent  case  before  the  Corporation  Commission 
of  Oklahoma,  that  Commission  found  that  from  the 
evidence  introduced  in  this  cause  it  appears  that 
no  gas  should  be  used  in  the  manufacture  of  carbon 
black  at  a  price  less  than  the  going  price  of  gas 
in  that  field." 

Whet  was  the  evidence? 

A  I  do  not  know  . 

q  I  see,  and  whether  that  is  a  proper  conclusion  from  the 
evidence  you  do  not  know? 

A  I  do  not  know. 

q  Now  this  price  which  you  talk  about  here  of  5  cents  as 
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being  the  going  price  of  gas  in  the  Hugoton  field,  have 
you  any  idea  how  that  price  was  fixed? 

A  As  I  said,  Mr.  steer,  I  do  not  know  the  evidence  that  was 

introduced  in  the  esse,  so  I  do  not  know  what  the  Commission 
bes  id  its  judgment  upon. 

q  Do  you  know  whether  it  is  the  well  head  price  or  the 
gathered  price? 

A  That  I  do  not  know  . 

0  Do  you  know  whether  the  gasoline  content  had  been  removed? 

A  No. 

q  Do  you  know  whether  it  was  sweet  or  sour? 

A  I  would  assume  that  it  was  sweet  gas  because  most  of  the 

gas  in  Hug  at  on  is  sweet  gas  but  I  do  not  know  as  a  matter 
o  f  f  a  ct  . 

q  And  why  is  that  5  cent  price  introduced  here,  why  do  you 

refer  in  your  submission  to  that  5  cent  price,  do  you  want 
us  to  compare  Turner  Valley  with  )klahoma? 

A  I  submitted  it  here  for  two  reasons,  Mr.  Steer,  to  repeat, 

I  am  taking  the  position  that  gas  has  a  value. 

q  And  by  that  you  mean? 

A,  In  the  field  end  at  the  well.  A  market  value.  It  might 

even  have  an  intrinsic  value.  It  has  a  value  for  the 
various  purposes  to  which  it  can  be  put  and  now  I  am 
saying  that ,  fur  ther ,  that  that  value  is  redognizad  and 
I  am  trying  to  show  it  is  recognized  in  a  number  of  ways. 
Here  is  a  state  commission  which  issues  an  Order  based 
upon  an  opinion,  evidence  in  its  own  case,  but  it  makes 
the  statement  in  that  Order  that  the  going  price  of  gas 
in  the  Hugoton  field  in  Texas  is  5  cents.  The  important 
thing  that  I  am  trying  to  point  out  there  is  not  the  5 
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cents  or  any  figure  that  that  commission  may  have  come  to 
the  conclusion  was  as  to  the  price  of  gas,  but  that  there 
is  such  a  thing  as  a  field  price  of  gas.  Now  that  field 
price,  -  well  period, 

Q,  period,  eh? 

A  At  that  point . 


(Go  to  page  4136)  • 
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Q, 

#>  A 

Q, 

A 

Q, 

A 


Q, 


A 

Q, 

A 

Q, 

A 


0 


A 

Q, 

A 

Q 


Now  you  talked  about  the  intrinsic  value  and  I  would  like  to 
ask  you  again  if  in  your  view  the  intrinsic  value  of  this 
commodity  varies  from  time  to  time  ? 

Yes,  I  think  so. 

Have  you  any  idea  of  what  the  price  of  gas  is  in  the  Texas 
Panhandle  ? 

I  would  say  around  four  to  five  cents. 

Sweet  gas  gathered  ? 

You  might  have  to  pay  four  cents  for  some  of  it  at  the  well. 
You  might  be  able  to  get  some  of  it  gathered.  You  might  have 
to  pay  a  little  more  for  it  gathered. 

Do  you  know.  You  see  my  question  to  you  is,  can  you  tell  us 
what  the  price  of  gas  is  in  the  Texas  Panhandle.  Now  I  want 
you  to  give  us  your  knowledge. 

MR.  BLANCHARD:  That  is  well  Lead  gas. 

MR.  STEER:  Any  price  he  oan  give  me,  well  head  prioe, 

or  you  can  give  me  gathered. 

May  I  get  the  question  again  ? 

Do  you  know  the  prioe  of  gas  in  the  Texas  Panhandle  ? 

Other  than  the  prices  reflected  by  Table  /3-A. 

I  am  coming  to  that  in  a  moment. 

I  cannot  say  that  I  do  right  at  the  moment.  I  have  not  any 
specific  information  on  it. 

Do  you  know  the  price  of  gas  in  the  Perinea  in  basin.  Do  you 
know  the  Permeain  basin  ? 

i 

Yes. 

Do  you  know  the  price  of  gas  there  ? 

I  would  say  the  prioe  of  gas  in  the  Permeain  basin  is  from 
four  to  five  cents. 

Do  you  know  in  June  1944  an  offer  was  made  to  sell  gas  in  the 
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Q, 
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0, 

A 

Cl 


A 


Q, 


Permoain  basin  for  the  manufacture  of  carbon  black  for  two 
cents  a  thousand  allowing  one  half  a  cent  for  removal  of  the 
sulphur  oontent  ? 

N*  I  do  not. 

Would  you  be  surprised  if  that  were  so  ? 

No,  I  might  add  Mr.  Steer,  that  the  contract  that  I  indicated, 
that  I  participated  in  negotiating,  involved  gas  from  the 
Perinea  in  basin. 

Is  that  the  Tennessee  contract  ? 

No.  That  is  the  El  Paso  natural  gas  contract. 

On  Pago  9,  again: 

"The  Commission  proceeded  to  condition  its  order  granting 
tho  application  on  the  price  of  gas  being  not  less  than 
five  cents  per  Mcf." 

Do  you  know  what  the  order  was  ? 

Pardon  me  while  I  get  a  copy  of  that  order. 

MR.  MCDONALD:  I  have  a  copy  of  that  order,  Mr.  Steer. 

MR.  STEER:  I  do  not  want  the  order.  I  want  to  know 

what  kind  of  an  order  it  was,  that  is  all. 

MR.  MCDONALD:  The  best  evidence  of  that  Would  be  the 

order  itself, 

MR.  STEER:  Oh  sure  if  you  want  to  produce  it,  that  is 

fine.  I  thought  Mr.  Zinder  would  know  offhand  what  it  was. 

My  recollection  of  the  order  as  stated  here,  of  the  Oklahoma 
Commission.  I  have  obtained  a  copy  of  the  order  and  would  be 
glad  to  get  it  after  recess. 

Very  good  now.  Then  let  us  go  to  Page  10, 

"If  this  approach  to  the  problem  is  adopted  in  the  case  of 
natural  gas  it  becomes  necessary  to  find  the  market  value 
of  natural  gas  in  the  Turner  Valley  field.  " 
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A 

Q 

A 


Q, 

A 

Q> 

A 


By  that  you  mean  the  market  price,  donrt  you  ? 

Well,  where  you  are  reading  I  did  not  get  it. 

The  first  sentence  at  the  top  of  Page  10. 

That  is  right. 

Market  value  means  price  ? 

At  the  well  is  what  I  am  speaking  of. 

Then  you  say, 

"Unfortunately,  the  conditions  in  this  field  have  not  per¬ 
mitted  the  establishment  of  such  a  price  in  the  past". 

I  would  like  you  to  elaborate  that.  What  ground  have  you  for 
making  that  statement  ? 

MR.  Mo DONALD:  That,  Mr.  Chairman,  was  on  the  basis  of 

the  evidence  already  submitted  that  there  was  a  monopoly  con¬ 
tract  between  the  companies. 

MR.  STEER:  Perhaps  the  witness  should  be  allowed  to 

answer  that. 

I  ask  you  Mr.  Zinder  on  what  grounds  you  make  that  statement: 
"Unfortunately , the  conditions  in  this  field  have  not  per¬ 
mitted  the  establishment  of  such  a  price  in  the  past". 

Based  upon  my  information. 

From  ? 

As  I  stated  from  talking  to  people  here. 

And  what  was  the  information  ? 

That  there  was  not  a  free  market  with  respect  to  supply  and 
demand. 

Is  that  all,  have  you  finished  ? 

Yes. 

Is  that  all  the  information  you  got.  If  you  have  got  more  than 
that,  I  would  like  to  have  it  ? 

I  did  some  reading  of  a  case  before,  was  it  the  McGillivray 
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Commission  -  I  do  not  recall  now  as  to  whether  there  -was  any¬ 
thing  in  there  on  that  subject  or  not,  but  other  than  that 
that  was  all  I  had. 

Q,  So  you  make  that  statement  on  the  basis  of  a  statement  that 
somebody  made  to  you  that  there  was-that  the  conditions  in 
the  field  did  not  permit  the  establishment  of  a  market  price 
in  the  field.  Is  that  it  ? 

A  That  is  right. 

0,  Do  you  know  anything  about  the  price  of  gas  that  was  fixed 

under  a  contract  between  Royalite  Oil  Company  and  the  Can¬ 
adian  Western  Company  in  1921  ? 

A  No  I  do  not. 

Q,  Do  you  know  anything  about  the  price  that  was  fixed  under  a 
contract  between  those  two  companies  in  1925  ? 

A  No .  ' 

Q,  Do  you  know  that  there  was  an  amendment  to  the  Public  Utilities 
Act  in  1927  that  committed  the  control  of  the  price  under  that 
contract  to  the  Public  Utilities  Board  of  this  Province  ? 

A  I  do  not  recall  specifically  that  that  information  came  to  me. 
It  may  have. 

Q,  Do  you  know  that  in  1928  there  was  a  reduction  made  in  the 

price  of  gas  as  between  the  Royalite  and  the  Canadian  Western 
Company  ? 

MR.  CHAMBERS :  By  agreement,  not  by  order. 

A  No,  I  do  not. 

Q,  MR.  STEER:  I  am  going  to  tell  you  Mr.  Zinder,  the 

evidence  hore  discloses  that  in  1921  a  contract  was  made  be¬ 
tween  the  Royalite  Company  and  the  Canadian  Western  Company 
for  the  delivery  of  gas  at  a  price  of  thirteen  cents.  Perhaps 
before  I  go  into  that  with  you  I  will  suggest  this  to  you  ant 
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Q, 


A 

Q, 


probably  you  -will  agree  that  -when  a  Company  like  the  Canadian 
Western  Company  is  charged  with  the  responsibility  of  deliver¬ 
ing  gas  to  a  community  like  Calgary  and  the  vicinity,  one  of 
the  very  essential  points  to  be  guarded  against  is  the  con¬ 
tinuity  of  supply.  Is  it  not  ? 

I  would  think  so. 

Yes,  and  I  suppose  you  would  accept  that  a  distributing  company 
would  like  to  make  its  contract  with  a  producing  company  that 
could  guarantee  continuity  of  supply  ? 

Yes. 

Now  I  am  suggesting  to  you  that  the  evidence  discloses  that 
that  was  this  case  and  in  1921  we  got  a  price  of  thirteen  cents. 
In  1925  after  the  discovery  of  larger  quantities  of  gas  we  got 
a  price  of  ten  cents  to  nine  cents.  Do  you  want  to  make  a  note 
of  it.  1921,  thirteen  cents. 

Yes. 

In  1924  the  discovery  of  large  quantities  of  gas,  1925  the 
contract  at  ten  cents  and  nine  cents  depending  upon  quantities 
taken.  1927  control  given  to  the  Public  Utilities  Board  over 
the  prices  under  those  contracts,  do  you  follow  that. 

Yes. 

In  1928,  ten  cents  and  nine  oent  price  is  reduced  to  seven  and 
three-quarter  cents  ? 

By  action  of  the  Board. 

Not  by  action  of  the  Board,  by  agreement  of  the  parties.  Would 
you  have  any  idea  of  why  the  parties  agreed  on  that  seven  and 
three-quarter  cent  price  ? 

MR.  MCDONALD:  May  I  ask  Mr.  Steer  this,  is  there  any  Order 

of  the  Utility  Commission  that  fixed  the  price  in  the  field.  As  I 
understand  the  Utility  Board  has  only  control  over  the  price  of 
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ft 


gas  to  the  consumer  in  the  Municipality  and  at  that  time 

4 

had  no  control  whatsoever  of  the  price  in  the  field.  The  in¬ 
ference  of  your  question  is  that  the  Utility  Board  was  fixing 

prices  in  the  field. 

\ 

THE  CH A IRIAN :  The  Utility  Board  has  control  over  the 

wholesale  contract  for  the  City  of  Calgary,  but  I  suppose  if 
there  had  ever  been  an  inquiry  into  the  propriety  of  that 
price  the  very  question  you  are  dealing  with  now  would  come 
up  but  the  parties  apparently  agreed  to  negotiate  rather  than 
come  to  the  Board. 

MR.  STEER:  Are  you  satisfied  ? 

MR.  MCDONALD:  I  am  satisfied  with  what  the  Chairman 


says . 

MR.  STEER: 
am  referring  ? 
MR.  CHAMBERS : 
MR.  STEER: 

THE  CHAIRiViAN  : 


You  no  doubt  know  the  section  to  which  I 

There  was  an  appeal  last  year. 

But  it  does  not  affect  my  point. 

It  might  also  be  pointed  out  in  fairness 


to  the  witness  that  the  Royalite  had  the  market  and  that  there 
was  no  price  ever  fixed  by  the  Board  for  gas  at  the  well  head 
or  in  Turner  Valley  and  the  evidence  and  information  that  we 
have  would  indicate  that  those  producers  whose  gas  was  taken 
for  the  fulfilment  of  that  wholesale  contract  were  told  the 
prices  they  would  get  and'  if  they  did  not  like  the  price  they 
did  not  take  their  gas.. 

MR.  FENERTY:  Their  price  or  else. 

THE  CHAIRMAN:  If  you  take  the  one  step  you  should  take 

the  other  step  too. 

MR.  STEER:  I  am  going  to  talk  about  the  two  cent 

price.  I  want  you  to  consider  those  circumstances  and  I  want 
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you.  to  say  whether  in  the  light  of  those  ciroums tances  your 
statement  still  stands  that  the  conditions  in  the  field  have 
not  permitted  tho  establishment  of  a  market  price  in  the  past  ? 

A  I  am  speaking  of  a  market  prico  at  the  well.  Now  this  contract 
you  are  speaking  of  as  I  understand  it  is  between  one  producer, 
Royalite, for  gas  delivered  at  the  outlet  of  the  scrubber  if  my 
understanding  is  correct  to  the  Canadian  Western  Company. 

Q,  That  is  right. 

A  Therefore  it  is  a  contract  between  one  producer  and  the  markot 
or  the  consumer  and  it  is  further  my  understanding  that  as  the 
Chairman  has  just  stated,  there  were  other  producers  in  the 
field  and  tho  extent  to  which  they  had  on  opportunity  to  bar¬ 
gain  for  that  market  I  do  not  know. 

MR.  MCDONALD:  Or  any  other  market. 

A  I  am  speaking  of  this  speoific  market  Mr.  McDonald,  or  any 
other  market  for  that  matter,  I  do  not  know. 

Q,  MR.  STEER:  I  am  glad  you  accepted  my  learned  friend’s 

suggestion.  Ho  wanted  you  to  do  it  and  it  is  quite  all  right 
with  me. 

A  That  is  all  right. 

Q,  What  I  am  going  to  ask  you  now  is  whether  that  price  of  seven 
and  three-quarter  cents  which  has  been  the  prico  of  gas  in 
this  area  since  1928  was  the  price  that  was  arrived  at  by 
bargaining  on  the  evidence  ? 

A  On  what  evidence  ? 

Q,  That  you  have  before  you,  and  which  you  have  noted  down. 

A  Well  the  evidence  I  have  noted  down  is  by  agrooment  between 

the  two  parties,  between  Canadian  Western  and  Royalite  and  I 
would  say  that  would  be  bargaining  at  arms’  length,  an  agree¬ 
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Now  then  if  two  parties  got  together  and  bargained  about  a 
price  do  you  soy  that  is  not  the  establishment  of  a  market 
price  for  that  commodity  ? 

That  is  the  establishment  of  a  market  price  for  that  commodity. 
That,  in  this  cose  being  at  the  outlet  of  the  scrubber. 

Now  then  if  you  have  established  a  market  price  at  the  outlet 
of  the  scrubber  and  if  the  law  of  supply  and  demand  does  estab¬ 
lish  suoh  a  price,  then  it  is  a  simple  matter  I  suppose  to 
establish  a  market  price  at  the  well  head  ? 

Well  one  thing  I  might  take  exception  to  in  your  statement 
when  you  say  the  law  of  supply  and  demand  has  established  that 
price  at  the  outlet  of  the  sorubber.  In  this  case  you  have 
one  supplier  and  one  market,  one  purchaser.  To  get  a  market 
price  generally  it  is  preferable  and  you  have  a  more,  in  my 
opinion,  a  more  representative  market  price  if  you  have  a 
number  of  suppliers  and  a  number  of  possible  markets. 

How  many  suppliers  were  there  with  respect  to  the  contract 
you  spoke  of,  the  Tennessee  -  Chicago  contract.  How  many 
suppliers  wore  there  ? 

There  was  only  one  supplier  that  obtained  the  contraot  Mr. 
Steer.  But  thero  were  many  suppliers  of  gas  or  producers  of 

t 

gas  in  the  Gulf -coast  region  that  may  have  made  offers  for 
that  contract. 

Do  you  know  that  did  not  oocur  here  before  these  original  con¬ 
tracts  of  1921,  1925  and  1928  wore  made  ? 

No  I  do  not. 


(  Go  to  Page  4144  ) 
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Q,  Now,  I  would  like  you  to  look  at  this  Section  57(2). 

lVi rc . HAHVIE :  Of  the  G-as  Act? 

Hxt.  3TEER-:  Of  the  Public  Utilities  Act. 

A  What  section  is  it  you  wanted  me  to  look  at? 

Q,  Subsection  3  of'  Section  57? 

A  Do  you  /ant  me  to  read  it? 

4  I  would  like  you  to  read  it, 

A  nThe  Board  shall  have  jurisdiction1'...... 

Q,  No,  you  do  not  need  to  read  it  out  loud.  Read  it  so  that 
you  will  understand  it? 

A  All  right.  I  have  read  it. 

4  I  am  suggesting  to  you,  Mr.  Zinder,  that  if  any  citizen  of 
Calgary,  any  body  of  citizens  in  Calgary,  or  if  the  City  of 
Calgary  had  thought  that  7-f  cents,  that  7-f  cents  price 
was  not  a  fair  market  price  for  that  product,  an  application 
could  have  been  made  to  the  Public  Utilities  Board  to  fix  a 
fair  price. 

MR.  CHAMBERS:  Mr.  Chairman,  I  submit  that  that 

question  involves  the  interpretation  and  the  applicability 
of  that  section. 

THE  CHAIRMAN :  I  would  say  it  involves  a  much  more 

important  question  to  my  mind  with  relation  to  the  subject  we 
are  dealing  with,  that  any  owner  of  a  well  which  had  gas 
which  he  had  to  flare  had  the  right  to  come  in  under  that 
section  and  make  an  application  to  the  Board. 

MR.  CHAMBERS :  I  want  to  say  now,  I  am  not  admitting 

that  that  section  ever  applied  to  that  arrangement.  X 
think  that  was  the  position  taken  from  the  first  because  this 
contract  started  in  r21,  this  Statute  refers  to  the  T22 
con  tract . 
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THE  CHAIRMAN:  That  is  right  . 

MR.  CHAMBERS:  And  there  are  various  questions, 

important  ones,  that  oome  up  with  regard  to  it. 

THE  CHAIRMAN :  But  I  think  there  is  one  practical 

argument  with  regard  to  your  suggestion,  and  that  is  that 
when  the  amendment  was  passed,  the  two  parties  then  got  together 
very  quickly  and  they  negotiated  a  new  price  rather  -than  Gome 
to  the  Board  with  regard  to  it,  and  I  think  that  your  client 
admitted  that  that  section  was  applicable. 

MR.  CHAMBERS :  I  happen  to  know  with  regard  to 

t  hat . 

MR.  STEER:  I  must  be  touching  on  a  sore  point. 

Q,  For  instance,  assuming  that  the  City  of  Calgary  or  a  group 

of  citizens  in  Calgary  could  have  gone  to  the  Board  of  Public 
Utility  Commissioners  with  regard  to  this  price  of  7f  cents 
and  had  the  price  revised,  do  you  think  that  is  any  evidence 
of  the  price  being  regarded  as  fair? 

MR.  MCDONALD:  Fair  to  the  citizens  of  Calgary'*5 

MR.  STEER:  Well  now,  Mr*  McDonald,  if  you  want  to 

go  into  1}he  witness  box,  I  will  be  glad  to  cross-examine  you. 

A  If  there  was  publicity  given  to  that  contract,  and  the  price, 

Mr.  Steer,  so  that  the  citizens  were  really  aware  of  the 
price  and  the  contract  conditions,  I  would  s,ay  yes. 

Q,  Now,  again  on  page  10,  I  talked  to  you  yesterday  about  this 
evidence,  ?J0ne  of  the  main  purposes  for  the  enactment  of  the 
Natural  G-as  Utilities  Act  was”  to  share  the  market,  and  I  do 
not  want  to  repeat  what  I  said  yesterday,  but  I  would  like  to 
ask  you  this:  "Who  actually  benefits  from  this  scheme  that 

we  are  discussing?  I  am  going  to  suggest  to  you  that  the  oil 
producer  benefits,  that  the  absorption  plant  proprietor  benefits, 
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and  that  the  benefit  to  the  Calgary  consumer  is  problematical. 
Would  you  agree  with  that  ?. 

A  No,  I  would  not,  Mr.  Steer.  As  I  understand  it....... 

Q,  Well  what  part  don!t  you,  or  do  you  disagree  with? 

A  The  problematical  benefit  to  the  Calgary  consumer  is  in  the 

■future,  a  future  benefit  I  grant,  but  I  would  think  it  would 
be  more  than  problematical. 

Q,  What  assurance  do  you  see  that  the  Galgart  system  is  going  to 
benefit  from  the  additional  gas  that  is  repressured  under  this 
scheme? 

A  That  the  Calgary  system  will  have  gas  available  ovc-r  a  longer 
period  of  time,  assuming  the  present  rate  of  delivery. 

Q,  Would  you  expect  the  own efs  of  that  commodity,  which  you  have 
given  us  your-  opinion  here  is  going  to  increase  in  value  over 
the  years,  would  you  expect  the  owners  of  that  valuable  com¬ 
modity  not.  to  seek  the  highest  price  they  oould  get  for  it? 

A  No  I  would  not. 

Q,  You  would  not? 

A  No. 

Q,  Now*  somebody  is  going  to  own  that  gas  that  is  ropressured? 

A  Ye  s . 

Q,  And  that  owner  is  going  to  seek  the  highest  price? 

A  Under  normal  conditions,  yes,.  That  is,  he  will  normally 
if  he  is  free  to  go  wherever  he  can  get  the  highest  price, 
he  will  go  to  the  highest  price. 

Q,  Yes.  And  it  may  be  that  in  the  meantime  quantities  of  gas  arec 
d3s  covered  elsewhere  which  can  bo  got  for  Calgary  at  a  cheaper 
price? 

A  I  suppose  that  is  a  possibility. 

Q,  And  if  that  is  a  possibility,  then  the  Calgary  consumer  gets 
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no  benefit  from  the  extended  life  of  the  field? 

A  That  is  right. 

Q,  So  that  it  is  true  that  the  citizens  of  Calgary  can  have  no 
assurance  of  benefits  from  the  extended  life  of  the  field? 

A  No,  no  guarantee  certainly. 

C.  And  yet  you  say  that  the  citizens  of  Calgary  should  pay  for 

the  repressuring  entirely? 

A  Yes  . 

Q,  But  you  do  qualify  it  to  the  extent  that  you  say  that  he  should 

pay  for  it  only  if  he  asked  for  it? 

A  No ,  I  do  no  t  qualify  it  to  that  extent,  Mr.  Steer.  In  answer  to 

a  question  of  Mr.Eenerty’s  the  other  day  as  to  why  I  had  that 
opinion,  I  said  if  the  Calgary  consumer  is  going  to  benefit 
by  it  or  if,  for  example,  I  stated  he  was  responsible  for  the 
Act  which  provided  for  the  repressuring  of  that  gas,  so  that 
he  is  both  a  possible  beneficiary  and  one  of  the  causes  of  the 
operation,  I  would  think,  therefore,  he  ought  to  pay  the  cost. 

Q,  Now,  you  say  that  regardless  whether  he  asked  for  it  or  not, 

if  he  is  a  beneficiary  he  ought  to  bear  the  cost? 

A  I  say  both  factors . 

Q,  I  am  asking  you,  Mr  •  Zinder ,  whether  you  now  say  that  regard¬ 
less  of  whether  he  asked  for  it  or  not,  if  he  is  going  to 
benefit  he  ought  to  pay? 

A  I  would  say  yes,  if  he  is  going  to  benefit  he  ought  to  pay. 

Q,  And  he  ought  to  pay  the  whole  shot? 

A  If  there  are  anyother  beneficiaries,  assuming  now  the  distri¬ 

bution  of  costs  in  accordance  with  benefits,  then  there  might 
be  a  sharing  of  those  costs  between  beneficiaries. 

Q,  There  is  a  passage  in  the  evidence  I  want  to  look  up.  Could 
we  adjourn  now,  if  that  is  convenient? 
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THE  CHAIRMAN  :  ¥0s  . 

(At  this  jam  turc  a  short  adjournment  was  taken). 

Q,  MR.  STEER:  Mr.  Zindor,  will  yoa  refer  to  page 

4004,  at  the  bottom  of  the  page,  where  Mr*  Fenerty  says: 

TTyou  say  that  the  householder  should  not  pay.  You 
did  tell  me  that  the  householder  should  not  pay  the 
repressuring  cost  of  gas  that  is  repressured?” 

Have  you  got  that? 

A  Yes . 

Q,  Now,  will  you  read  from  there  to  the  bottom  of  page  4006? 

A  ,rNo  ” . 

\ 

Q,  No,  just  read  it  to  yourself  so  that  you  will  recall  what  you 
said? 

A  All  right*  Yes  sir,  I  have  read  it. 

Q,  Now  I  do  take  it  from  that  passage,  Mr.  Zinder,  that  your 

reason  for  saying  that  the  oonsumer  ought  to  bear  these  costs 

; 

is  that  the  consumer  participated  in  making  the  decision  that 
the  scheme  should  be  undertaken,  am  I  right  in  that? 

A  No. 

Q,  Then  what  do  you  mean  at  the  bottom  of  page  4006,  by  saying 
in  answer  to  the  question: 

”0,  And  that  would  be  the  only  possible  basis  for 
charging  him  with  any  part  of  that  cost.  That  he 
had  parti ci pa.  ted  or  asked  for  that  himself  because 
he  might  use  that  some  time  in  the  future?” 
and  your  answer  is: 

”A  Either  that  as  an  individual  or  as  a  majority 
of  consumers  as  I  see  it  working  in  a  democratic  group.” 

Now  what  does  that  mean? 

A  That  moans  this,  Mr.  Steer,  Mr*  Fenerty  presented  to  me  tho 
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problem  of  a  consumer  who  was  living  in  Calgary  and  moved 
away  after  two  years,  should  that  consumer  bear  part  of  the 
costs  of  repressuring  if -he  would  not  receive  the  future 
benefits  of repres sur ing?  I  was  directing  my  answer  to  that 

question  as  I  see  it. 

s 

Q,  3c, .... . 

A  How  is  that? 

Q,  Were  you  going  to  say  something? 

A  Yes.  Now  I  said  that  in  my  opinion  I  still  thought  that  that 
consumer  might  pay  the  benefit,  might  pay  for  the  benefit, 
even  though  it  developed  subsequently  because  he  moved  that 
he  was  not  going  to  receive  them,  and  I  said  as  a  reason  or 
my  opinion  that  it  can  be  because  he  participated  either  indiv¬ 
idually  or  as  part  of  a  democratic  operation  of  society  or 
government  that  that  decision  was  made  as  representing  the 
wishes  of  the  majority. 

Q,  Of  the  Calgary  community? 

A  Ygs  . 

Q,  I  see.  Then  the  inference  from  what  you  say  is  that  to  justify 
his  being  called  upon  to  bear  part  or,  as  you  say,  all  of  this 
expense,  the  consumer  in  the  Calgary  area  must  be  assured  a- 
benefit.  Is  that  a  proper  inference  from  what  you  have  said? 

A  Must  be  assured  of  a  benefit  or  reasonably  assured  of  a  benefit. 

Q,  He  either  must  have  asked  for  the  expenditure  of  the  money, 
as  you  say,  and  we  have  not  any  evidence  of  that  here,  you 
know  that? 

A  I  understand. 

Q,  So  we  exclude  that. 

A  Well  1  am  sorry,  I  should  have  said  I  recall  the  Chairman 

making  some  statement  that  the  passage  of  the  Natural  Gas 
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Utilities  Act,  representing  a  decision  of  the  Legislature 
here,  who  are  'representatives  of  the  people,  and  I  would 
assume  that  they  acted  in  their  behalf,  either  by  request  or 
some  other  way. 

Q,  3o  that  now  you  are  recanting  on  your  idea  of  the  Calgary 

community  being  the  people  who  ought  to  make  the  decision,  and 
you  say  that  the  Legislature  of  Alberta  has  the  power,  or 
should  exercise  it,  to  impose  this  burden  on  the  Calgary 
public.  That  is  what  you  are  now  saying? 

A  I  said  that  if  they  did  so,  I  am  assuming  that  they  are  acting 
cn  behalf  of  the  interests  of  the  Province,  including  the 
City  of  Calgary. 

Q,  Why  didn’t  you  tell  me  that  a  few  minutes  ago  when  youtold 
me  that  it  was  the  Calgary  community  that  you  had  in  mind? 

Does  it  suggest  the  fact  that  it  entered  your  head  a  minute 
or  two  ego  acid,  did  not  enter  your  head  then? 

A  Well,  at  that  time  we  were  speaking  of  who  received  the 
benefit,  as  I  recall  it. 

Q,  And  who  does  receive  the  benefit?  That  is  really  a  fundamental 
question.  Who  gets  the  benefit? 

A  In  my  opinion  it  is  the  consumers  of  gas,  principally  those  in 
Calgary  mho  will  receive  the  benefit. 

Q,  Princiaplly  those  in  the  City  of  Calgary  you  mean? 

A  Yes  * 

Q,  And  you  use  the  word  "principally”  because  people  outside 

of  the  boundaries  of  Calgary  also  use  this  gas,  is  that  right? 

A  That  is  right . 

Q,  Ye  s  . 

A  It  is  my  understanding  Calgary  is  the  largest  market. 

Q,  And  those'  people  you  say  are  the  principal  benefioiar ies? 
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A  That  is  right . 

< — > 

Q.  And  you  say  that  notwithstanding  the  fact,  as  I  understood 
you,  you  said  that  there  was  no  assurance  they  are  going  to 
get  the  benefit? 

A  There  is  no  guarantee. 

Q,  No.  And  you  are  also  assured,  and  I  think  you  are  satisfied 
in  your  own  mind  that  there  are  substantial  benefits  to  the 
oil  operators  and  to  the  absorption  plant  proprietors.  Ape 
you  satisfied  of  that? 

A  I  am  not  satisfied  that  there  are  substantial  benefits  to  the 
oil  operators# 

Q,  Me 11,  would  you  regard  it  as  a  substantial  benefit  to  provide 

an  oil  operator  wit h  a  market  for-  gas,  which  otherwise  would 
be  flared?  Would  you  regard  that  as  a  substantial  benefit? 

A  If  he  can  get  a  reasonable  price  for  the  gas. 

Q,  is  it  a  benefit  or  is  it  not,  no  matter  what -the  price  he 

ge  ts . 

• 

A  It  depends  upon,  in  my  opinion,  what  happened  with  regard  to 

is 

the  oil  operator,  if  he /assuming  no  additional  obligations 
and  it  is  not  taking  any  rights  awa y  from  him,  and  he  need  not 
change  his  manner  of  operation  any  more  than  what  it  would 

have  been  without  this  Act,  then  I  would  say  there  would  be  a 

% 

benefit  to  him,  if  he  receives  some  price  for  the  gas. 


(Go  to  page  4152). 
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A 

Q, 

A 

o 

u 

A 


Q, 

f 

A 


No  matter  what  price? 

Yes,  no  matter  what  price  above  zero. 

There  is  no  doubt  at  all  about  the  benefit  to  the  absorption 
plant  operator,  he  has  all  this  extra  gas  going  through  his 
plant  . 

I  would  say  there  might  be  som©  doubt,  Mr.  Steer. 

You  do? 

Yes. 

Where  is  your  doubt? 

Well  the  absorption  plant,  in  processing  this  gas,  gets  a 
certain  price  for  its  gasoline.  It  might,  under  those 

t 

conditions,  decide  that  now  is  not  the  time  to  produce 
as  much  gasoline  as  it  is  doing  and  it  wants  to  cut  down 
on  it.  If  it  were  free  to  do  so,  it. might  do  that,  or  it 
might  say  ”the  market  price  for  gasoline  is  high  now’* ,  and 
the  combination  of  that  price  and  what  he  can  get  for  oil, 
gives  him  certain  profits  and  the  tax  situation  being  what 
it  is,  why  he  wants  to  produce  as  much  as  he  can.  If  he 
were  free  to  do  so  he  would  operate  in  that  fashion.  Now 
if  he  is  restricted  from  operating  in  that  fashion  then  it 
might  not  be  a  benefit  to  him,  you  see. 

Would  it  be  a  benefit  to  the  absorption  plant  operator  if 
he,  under  this  soheme,  would  pass  2J-  times  as  much  gas 
through  his  plant  as  he  would  without  the  scheme? 

It  might  or  it  might  not  be,  for  the  reasons  I  have  stated. 
Assuming  now,  as  we  know,  Mr.  Steer,  that  we  are  in  a 
period  of  what  we  call,  say  ’’excess  profit  taxes”  and  that 
this  particular  company  or  operator  has  been  paying  exoess 
profit  tax,  many  might  take  the  position  that  ’’any  additional 
money  which  I  might  make  by  reason  of  greater  volume  does 
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Q 

§ 

A 

Q, 

A 

Q 


A 


A 

Q 


Mnot  mean  enough  to  me-  in  net.  I  would  rather  save  it  until 
a  later  date.”  That  might  be  the  way  *he  would  operate. 

Is  there  any  rea  son  why  the  absorption  plant  operator  that 
I  spoke  of  should  not  close  down,  he  might  want  to  close 
down . 

Yes,  if  he  had  the  right  to  do  so. 

And  he  will  exercise  his  judgment  about  that  and  if  he  is 
free  to  do  it, 

I  say  if  he  is  restricted  from  doing  that  under  one  thing 
and  not  under  the  other,  there  is  either  a  diminution  of 
benefits  or  a  placing  upon  him  of  certain  obligations. 

Perhaps  you  will  tell  me  where  the  restrictions  are  which 
you  are  speaking  of  on  the  absorption  plant  operator;  I 
suggest  to  you  that  the  absorption  plant  operator  in  this 
area  can  operate  or  not  a  s  he  sees  fit. 

It  is  my  understanding  that  the  absorption  plant  operator 
can  operate  as  he  sees  fit  but  the  amount  of  gas  which  he 
might  receive  would  depend  upon  the  allowable  permitted 
as  to  production. 

That  question  of  allowable  is  one  which  has  existed  for 
many  years  past  and  has  nothing  whatever  to  do  with  this 
scheme  which  we  are  discussing;  now  I  want  to  know  from 
you  what  you  say  are  the  restrictions  that  prevent  an 
absorption  plant  operator  operating  his  plant  as  he  sees  fit. 
None  that  I  know  of. 

None? 


A  No . 

q  Very  well,  now  assuming  that  there  are  none. 

A  All  right . 

q  Then  I  ask  you  whether  there  is  an  assured  benefit  to  the 
absorption  plant  operator  if  the  volume  of  gas  passing 
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through  his  plant  is  increased  under  the  scheme  Sj-  times? 

A  Not  necessarily.  i  say  it  may  or  may  not.  He  may  or  may 
not  benefit. 

Q,  Would  he  not? 

A  Depending  upon  the  price  of  gasoline  today  compared  with 

the  fact  that  it  has  to  pass  through  his  plant  in  the  future. 

q  What  you  are  saying,  Mr  .Zinder,  is  that  it  is  of  no,  it  is 

possibly  of  no  benefit  to  the  absorption  plant  operator  to 
have  the  life  of  his  project  increased.  That  is  what  you 
ar e  telling  us . 

A  I  thought  I  was  telling  you  that  it  might  be  of  benefit  to 
him  to  have  the  life  of  his  project  increased,  as  I  see  it* 

q  Let  us  assume  that  he  is  a  reasonable  man  and  that  he  is 

operating  the  absorption  plant  for  the  purpose  of  producing 
a  profit  and  he  is  operating  or  closing  down  temporarily  for 
that  purpose,  now  that  is  a  reasonable  assumption  is  it  not? 

A  Yes . 

Q  Now  you  take  that  kind  of  an  absorption  plant  operator  and 
tell  me  whether  it  is  an  assured  benefit  to  him  to  extend 
the  life  of  his  project  Sj-  times?  You  do  not  want  to 
answer  that? 

A  No,  Mr.  Steer,  it  is  not  a  case  that  I  do  not  want  to  answer 
it,  I  feel  there  are  many  factors  involved. 

q  All  right,  let  us  have  the  factors  then. 

A  I  am  trying  to  explain  them  the  best  I  can. 

q  Give  your  factors  qualifying  the  question  which  I  have  put 
to  you. 

A  I  think  I  have. 

q  I  am  asking  you  about  a  good  business-like  operation,  where 
the  absorption  plant  is  operated  for  the  purpose  of  making 
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profits  and  When  the  operator  sees  that  he  is  not  going  to 
make  profits  he  is  going  to  close  down  and  operate  when  he 
can  make  profits,  now  you  said  that  was  a  reasonable 
assumption,  did  you  not? 

A  Yes. 

Q,  Yes . 

A  But  I  have  not  said . 

Q,  New  I  as  k  you,  making  those  assumptions,  is  it  an  assured 

benefit  to  that  absorption  plant  operator  to  extend  the  life 
of  his  plant  2-J-  times? 

A  And  my  answer,  Mr.  steer,  is,  the  answer  is  not  a  simple 
one,  I,  as  the  absorption  plant  operator,  might  prefer  to 
take  my  profits  this  year  entirely  and  close  down  and  not 
take  them  over  a  period  of  years.  I  might  prefer  to  stay 
in  business  a  longer  period  of  time  and  take  my  profits 
uniformly.  I  believe  that  different  operators  might  take 
different  positions  with  respect  to  that, 

Q  Would  there  be  more  profit  in  processing  2J-  times  the 

quantity  of  gas,  than  there  would  be  a  unit  quantity  of  gas? 

A  'Will  the  reporter  read  the  question  please? 

(BY  THE  REPORTER  READING.)  ”Q.  Would  there  be  more  profit 
in  processing  2^-  times  the  quantity  of  gas,  than  there 
would  be  a  unit  quantity  of  gas?91. 

A  I  do  not  understand  that  question,  Mr.  Steer. 

Q,  Well  let  us  assume  that  the  absorption  plant  proprietor 

processes  10  million  cubic  feet  and  then  the  second 
assumption  is  that  he  processes  25  million  cubio  feet,  and 
I  ask  you  if  there  is  more  profit  in  processing  the  25  million 
than  the  10  million. 


THE  CHAIFMANj 
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it  is  done? 

MR.  STEER:  Yes. 

MR.  HARVIE:  Or  the  gasoline  content? 

MR.  STEER:  I  assume  that  the  operator  is  not  putting 

the  gas  through  without  a  gasoline  content. 

MR.  HARVTE:  Well  the  evidence  is  that  this  increase 

will  be  largely  free  of  gasoline, 
q  MR.  STEER:  Will  you  answer  my  question,  please? 

A  Taking  a  given  year . 

q  I  am  not  asking  you  to  take  a  given  year,  I  am  asking  you 
whether,  given  a  reasonable  absorption  plant  operator 
operating  for  the  purpose  of  making  profits,  that  he  will 
get  more  profit  by  processing  2J-  times  the  quantity  than 
he  will  the  unit  quantity. 

A  Over  what  period,  Mr.  Steer,  is  he  going  to  process  this 
quantit  y? 

q  I  do  not  care  over  what  period,  he  processes  the  ges  in 
order  to  make  profits. 

A  well  I  have  to  assume  some  period, 
q  Why? 

A  Because  if  you  assume  he  is  going  to  process  the  10  million 

in  one  year  and  that  the  25  million  w  ill  be  processed,  taking 
a  ridiculous  example,  -  in  say  10  years,  then  there  would 
be  more  profit  out  of  the  10  million  than  out  of  processing 
the  25  million. 

q  well  then  under  those  circumstances  he  would  process  the 
25  million  just  as  fast  as  he  could  process  it,  would  he 
no  t? 

A  Not  necessarily, 

q  No,  you  are  telling  me  that  a  man  can  take  10  billion  feet 
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Q 
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of  gas  and  put  it  through  his  plant  and  make  very  large 
profits  and  that  he  is  not  anticipating  that  5  years  hence 
he  will  not  be  able  to  make  as  large  profits,  then  you  are 
telling  me  that  he  would  not  put  as  much  gas  through  that 
plant  right  away  as  he  can,  that  is  what  you  are  telling 
me  h  er  e  ? 

I  did  not  say  that  he  would  make  large  profits  on  10  million. 

I  said  assuming  that  he  would  make  a  profit  on  10  million. 
Well  I  thought  you  said  that  you  assumed  that  he  would  make 
so  much  larger  profit  on  the  10  million  or  the  10  billion 
that  he  put  through  at  once,  that  his  total  profit  would  be 
more  than  he  would  get  on  the  additional  25  million  or  25 
billion. 

MR.  BLANCHARD:  He  said  he  might,  he  did  not  say  he  would, 

MR.  STEER:  That  is  it,  he  said  he  might. 

It  is  conceivable  that  an  absorption  plant  operating  at 
10  million  cubic  feet  a  year  might  make  a  profit  whereas  if 
it  operated  on  a  basis  of  2jr  million  cubic  feet  a  year  for 
10  years,  it  might  have  a  loss  each  year,  so  that  in  attempt¬ 
ing  to  answer  your  question  what  the  relative  profits  would 
be  of  10  million  as  against  25  million,  I  simply  say  I  would 
like  to  assume,  let  us  take  one  year  as  a  basis,  I  might 
add  further,  Mr.  Steer,  that  I  an  no t  trying,  -  I  am  trying 
to  figure  this  thing  out  the  best  that  I  can  in  this  sense, 
profit  is  the  relationship  between  revenue  and  expenses  as 
we  recognize  them,  and  included  in  expenses  are  income 
taxes  and  income  taxes  will  vary,  depending  upon  the  net 
received  from  operations.  The  revenue  will  vary  depending 
upon  the  price  of  the  product  at  the  time,  so  the  time 
factor  is  important,  I  think; 
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Q,  All  you  are  saying  is  that  if  this  business  is  going  to  be 
operated  on  a  good  business  basis  he  is  going  to  take  into 
consideration  income  taxes,  whatever  income  taxes  may  exist,, 
the  excess  profits  tax  and  what  revenue  he  can  obtain  from 
the  gas  which  he  processes,  if  he  does  that  then  he  is 
operating  on  a  good  business  basis,  taking  all  those  factors 
into  consideration. 

A  He  certainly  is. 

q  And  what  you  are  putting  to  me  is  the  example  of  10  million 
feet  or  10  billion  feet  in  a  year  as  against  2J-  billion  feet 
over  10  years  and  you  say  that  he  might  lose  money  process¬ 
ing  the  smaller  quantity  annually,  is  that  right? 

A  Yes. 

q  Yes,  and  he  makes  money  if  he  processes  10  billion  annually. 

A  I  am  assuming  that  he  does. 

q  Yes,  and  I  suppose  if  he  processes  10  billion  annually,  if 

he  processed  15  billion  and  he  is  capable,  he  will  make  more 
money. 

A  Over  the  same  period,  I  would  say  yes. 

q  Yes  ,  a  nd  if  his  business  is  such  that  his  profits  are  going 
to  be  larger  now  than  they  would  be  some  time  hence,  then  ha 
is  going  to  put  through  that  gas  to  the  capacity  3f  his  plant. 

A  Yes. 

q  And  if  he  puts  through  the  larger  capacity  then  he  makes  more 
money  . 

A  Yes* 

q  Yes,  so  that  if  he  puts  through  2J-  times  as  much  as  originally 
he  might  have  done,  his  profits  ere  going  to  be  very  much 
greater,  that  is  right  is  it  not? 

A  For  that  particular  year,  yes. 
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Q,  I  do  not  cere  for  what  length  of  time.  Now  you  work:  that 
plant  to  capacity  and  put  through  2J-  times  as  much  as  you 
put  through  without  this  scheme,  you  are  going  to  have  very 
much  greater  profits  from  that  absorption  plant,  are  you  not?  . 

A  For  that  year,  yes. 

Q  I  am  not  talking  about  the  year.  I  say  working  the  plant  to 
capacity  for  as  long  as  you  have  to  work  it  to  process  the 
quantity  of  gas,  surely  you  understand  that,  Mr.  Zinder,  do 
you  not? 

MR.  MCDONALD:  Mr.  Chaiiman, . 

WITNESS:  I  think  I  do,  yes. 

Q,  MR,  STEER:  Well  is  it  not  true  that  if  he  works  to 

capacity  and  processes  times  as  much  as  he  would  without 
the  scheme,  he  is  going  to  make  that  much  more  profit. 


MR. 

HARYIE: 

Out  of  the  S8me  product. 

MR. 

BLANCHARD: 

Over  the  same  period. 

MR. 

STEER : 

I  am  not  talking  about  a  period  at  all. 

MR. 

BLANCHARD: 

Surely  that  is  important. 

MR. 

MCDONALD : 

Mr.  Chairman,  Mr.  Steer  has  pieced  this 

preposition  before  the  witness  4  times  and  he  has  given  the 
same  answer  each  time*  Surely  we  must  have  an  end  to  it 
some  time. 

MR.  STEER:  There  will  not  be  an  end  to  it  until  he 

answers  me. 

MR.  MCDONALD:  You  asked  it  4  times,  the  same  proposition 

each  time. 

MR.  STEER:  If  you  w  ill  permit  me  to  disagree  with 

your  conclusion  on  that, 

i 

THE  CHAIRMAN:  Were  you  going  to  say  something,  Mr. 


Blan  cha  rd  ? 
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MR.  BLANCHARD:  I  perhaps  should  not  interrupt  my 

learned  friend.  What  I  had  in  mind  was  this,  and  I  thought 
this  is  where  the  misunderstanding  is  taking  place,  Mr.  Steer 
has  asked  whether  an  absorption  plant  will  not  make  2-g-  times 
as  much,  and  the  witness  says  "yes,  in  that  period."  Surely 
that  is  the  only  answer  he  can  give  because  we  do  not  know 
whet  profits  he  might  make  if  he  were  able  to  spread  that 
over  the  future.  I  think  that  is  where  the  misunderstanding 
aris  es . 

THE  CHAIRMAN:  Well  it  also  seams  to  me  that  there  are 

other  factors  that  affect  this  very  question  and  those  other 
factors  are,  one  of  them  at  least,  that  tha  absorption  plant 
is  owned  by  a  company  which  is  a  subsidiary  of  a  company 
which  owns  a  refinery  and  the  market  for  natural  gasoline 
may  depend  upon  the  refinery  operation  and  the  refinery 
operation  may  depend  upon  the  allowables  fixed  by  the  Con¬ 
servation  Board.  Now  there  are  so  many,  so  many  factors, 
that  I  think  it  is  difficult  to  give  a  categorical  answer 
to  your  question,  Mr.  Steer.  You  can  only  have  a  general 
reply  end  it  seems  to  me  the  probability  is  that  the  absorption 
plant  is  going  to  get  a  benefit  in  some  ratio  related  to 
the  output  or  the  throughput  of  tha  plant, 

MR.  STEER:  If  the  witness  he  d  made  that  answer  it 

would  be  very  satisfactory  to  me,  sir,  but  the  witness  has 
mot  made  that  answer.  The  witness  says  in  some  way  or  other 
he  con  see  that  there  is  no  substantial  benefit  to  come  to 
the  absorption  plant  by  reason  of  this  scheme. 

Q  MR.  STEER:  That  is  your  answer,  is  it  not,  Mr. 

Zinder? 

A  My  answer  is  it  is  conceivable  that  there  might  be  a 
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situation  in  those  operations  where  there  would  not  be 
any  benefit. 

Q  Yes. 

A  Now  I  do  not  know  ...... 

Q  THE  CHAIFMAN;  And  is  it  also  conceivable  that  there 

wou Id  be  a  b ene f  it  ? 

A  Yes . 


(  Go  to  Page  4162  ) 


t 


r 

.1 


i  • 


,  | 


.  .  t:  '  ■  .'0  : 


•  ;fe  ri;i  ■  o  v v  -•  or  oo  v  : 


.  v 


J  .  >  • 


A  LUX.. 


:  •  *V 


M-3-1  -  11.47  A.M. 


H.  Zinder, 

Cross-Exam,  by  Mr.  Steer. 

*  t 

4162  - 


Q 


A 


A 


Q. 

A 

Q, 


A 


0, 

A 


Q 


And  what  I  want  to  cross-examine  this  witness  about  is  as  to 
whether  or  not  it  is  a  certainty  that  there  is  going  to  be  a 
benefit  and  you  will  not  agree  ? 

That  is  right. 

You  will  not  agree  that  there  is  any  certain  benefit  to  the 

absorption  plant  by  increasing  its  volume  of  handling  ? 

I  say  that  there  will  be  a  benefit  to  the  absorption  plant 

by  increasing  the  volume  of  its  handling  for  the  particular 

year.  Now  if  we  are  speaking  in  terms  of  the  length  of  life 

of  the  Turner  Valley  field  and  what  the  sum  totals  of  profits 

would  be  in  the  period  that  is  something  else. 

I  was  not  suggesting  any  such  thing  to  you. 

* 

4 

Then  have  I  answered  your  question  when  I  said,  Mr.  Steer, 
yes  for  a  particular  year. 

And  I  say  to  you  it  does  not  matter  how  long  it  takes  provid¬ 
ing  you  go  right  ahead  and  process  it,  if  you  increase  the 
throughput  of  that  plant  two  and  a  half  times  there  is  an 
absolute  certainty  of  benefit  if  it  is  a  business  operation. 

You  won’t  agree  with  that  ? 

I  cannot  agree  with  that. 

Pardon. 

I  cannot  agree  with  that. 

And  I  suppose  you  won’t  agree  with  this  either,  that  assuming 
there  is  a  certain  degree  of  benefit  to  the  absorption  plant 
and  assuming  that  there  is  a  certainty  of  benefit  to  the  oil 
well  operator  and  assuming  that  there  is  no  guarantee  as  you 
say  of  benefit  to  the  consumer,  you  will  still  say  the  con¬ 
sumer  pays  ? 

No,  if  there  is  a  certainty  of  benefit  to  the  oil  well  operator, 
if  there  is  a  certainty  of  benefit  to  the  absorption  plant,  and 
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no  certainty  of  benefit  or  equal  certainty  of  benefit  to  the 
consumer  I  would  say  the  cost  would  be  -  should  be  apportioned 
in  proportion  to  the  benefits  as  nearly  as  possible,  so  that 
if  there  is  a  benefit  to  those  others,  my  opinion  would  be  they 
would  share  in  the  cost. 

Now  then  will  you  look  at  Page  10.  On  that  page  somewhere  you 
say: 

’’Each  gas  well  has  been  declared  a  public  utility”. 

It  is  down  about  nine,  ten  or  eleven  lines. 

”As  above  mentioned  under  the  provisions  of  the  Act  in  making 
available  to  every  produoer  an  equitable  share  of  the  market 
each  gas  well  has  been  declared  a  public  utility”. 

Now  oil  wells  are  also  deolared  public  utilities  under  the  Act. 

I  suppose  you  know  that  provided  they  produced  gas  ? 

That  is  my  understanding,  yes. 

Now  as  I  understand  it,  what  you  say  is  you  do  say  that  the 
operating  indication  is  that  each  well  has  the  same  obligation 
to  the  public  as  the  pipe  line  or  gas  distribution  system.  Where 
do  you  get  that  idea  ? 

Well  as  I  say,  I  am  not  presuming  to  interpret  the  Act. 

Well  you  must  have  had  the  Act  before  you  before  you  made  that 
statement,  did  you  ? 

Yes . 

And  did  you  read  some  portion  of  the  Act  that  led  you  to  make 
that  statement  ? 

Being  a  public  utility  there  are  certain  obligations.  It  is  my 
understanding  that  if  the  market  requires  the  produoer  can  be 
required  to  produce  and  deliver  to  the  market. 

Have  you  the  Act  in  front  of  you.  I  am  not  sure  whether  Section 
71,  sub-section  3  is  what  you  want  or  not,  but  you  might  take  a 
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look  at  that. 

Yes. 

Is  that  the  one  ? 

That  is  rights. 

That  is  the  foundation  for  that  statement  ? 

That  is  right. 

Then  we  will  just  leave  it  at  that,  but  I  want  to  ask  you 
this.  We  will  assume  that  an  oil  well  operator  or  a  gas  cap 
well  operator  for  that  matter,,  are  of  your  opinion  that  the 
price  of  gas  a  number  of  years  hence  is  going  to  be  higher 
than  it  is  now  ? 

All  right. 

The  natural  and  logical  thing  for  that  man  to  do  would  be  not 
to  produce  his  gas  now,  but  to  conserve  it  as  he  might  readily 
do  until  the  time  arrives  at  which  the  higher  price  can  be 
obtained.  Is  that  right  ? 

That  might  be. 

That  is  his  economic  interest  ? 

That  is  right. 

And  what  I  would  like  you  to  tell  me  is  where  there  is  any¬ 
thing  in  this  Act  as  you  read  it  which  prevents  us  doing  that 
very  thing  ? 

Well  let  me  read.- 

No  I  do  not  ask  you  to  read  it  over,  have  you  seen  the  section 
of  the  Act  ? 

I  think  so. 

You  will  tell  us  what  the  section  is  and  we  will  look  at  it  ? 

i  4 

All  right,  Section  71,  sub-section  3-A. 

All  right.  Then  you  say  here  that  under  a  scheme  of  unregulated 
gas  production  the  producer  may  dotermine  the  market.  Do  you 
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saa  that  ?  About  line  13  or  14,  - 

TTIn  tha  case  of  unregulated  gas  production,  the  produoer 
may  determine  the  market  he  wishes  to  serve  at  a  contracted 
price” . 

Yes . 

You  say  he  cannot  do  that  today  ? 

Not  if  the  Board  ordered  him  to  maintain,  continue  or  resume 
production  of  natural  gas. 

That  is  relying  again  upon  Section  71  (3)  ? 

That  is  my  interpretation.  I  do  not  want  to  presume  to  inter¬ 
pret  it. 

No,  we  will  interpret  it,  but  all  I  want  is  tha  foundation  for 
this  statement.  That  is  putting  it  clear  ? 

Yes,  that  is  right. 

Now,  in  a  period  of  unregulated  gas  production  the  producer 
may  determine  his  market  and  I  ask  you  this,  what  market  did 
the  producer  find  in  the  period  from  1922  on  when  all  those 
billions  of  cubic  feet  of  gas  were  being  wasted  ? 

MR.  Mo DONALD:  Well  is  that  a  fair  question  Mr.  Chairman, 

to  this  witness.  He  was  not  a  resident  then  of  this  Province. 
THE  CHAIRMAN :  Well  of  course  the  question  answers  itself. 

There  was  not  any. 

MR.  McPONALP:  But  a  market  might  be  found,  but  because 

of  public  policy  the  market  cannot  bo  served. 

MR.  STEER:  Why  not  let  the  witness  answer  it.  Why 

should  you  tell  him  what  answer  to  give. 

MR.  MCDONALD:  I  am  not  telling  him  anything. 

i 

THE  CHAIRMAN:  I  do  know  that  Mr.  Zinder  instead  of  try¬ 

ing  to  be  obliging  to  Counsel  should  say  oftener  than  he  does, 

I  do  not  know. 


■  ■  -  i  JU'J  . 


,•  if  t  t: 

-0  »  J  ‘ :  '  ‘I  J  i  0  0  C  j  o  v  i  ■ 


U2DT;.  ttf-U 


.r  io  .  3  r  o  ;  i; : 


.t  a  i  :1a  .1  v;  . ,  / {  j'  i  ;j  i . . :  ■  > .  a  j  :  ; ,  j  jj r 


j  •  .ML 


M*-3-5 


H.  Zinder, 

Cross-Exam,  by  Mr.  Steer. 


A 


A 

Q, 


A 


A 


Q, 


A 

Q, 


A 


Q, 


A 

*1 


0, 


-  4166  - 

MR.  STEER:  That  would  satisfy  me. 

THE  CHAIRMAN:  I  think  Mr.  Zinder  is  trying  to  be  oblig- 

ing  and  perhaps  is  getting  himself  into  a  little  difficulty 
because  he  is  doing  that. 

Frankly  I  do  not  know  in  this  case,  and  that  is  my  answer. 

THE  CHAIRMAN:  You  are  going  perhaps  upon  an  erroneous 

presumption  that  because  there  is  gas  there  should  be  a  market 
where  in  fact  there  was  not  until  this  one  was  created. 

Yes. 

MR.  STEER:  And  then  when  you  say  that  under  the  Act 

it  is  now  mandatory  that  he  first  serve  the  public  utility 
market  here,  again, ’’it  is  now  mandatory  that  he  first  serve  the 
public  utility  market’,’  you  are  relying  upon  your  interpretation 
of  Section  71  (3)  ? 

I  would  say  yes,  I  think  so. 

And  in  your  view  the  oil  well  operator  is  not  in  a  position  to 
shut  in  his  well  for  as  long  as  he  likes  ? 

That  is  right. 

You  say  that  well  is  subject  to  absolute  regulation  at  the 
will  of  this  Board.  Is  that  right  ? 

That  is  the  way  I  see  it. 

You  think  that  a  well  proprietor  is  not  in  a  position  now  to 
wait  for  higher  prices  if  he  wants  to  ? 

No. 

That  his  capital  is  all  committed  to  the  service  of  this  sys¬ 
tem.  You  think  that  ? 

Essentially  so,  yes. 

Then  on  Page  10,  you  say  that  he  relinguishes  his  right  to 
open  and  free  marketing  of  his  gas,  and  I  take  it  that  the 
inference  is  by  reason  of  that  fact  he  should  receive  a  higher 
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price  ? 

A  That  is  right. 

Q  Notwithstanding  the  fact  that  he  had  that  free  right  for 
twenty  odd  years  and  made  no  use  of  it  ? 

A  That  is  right. 

Q,  In  other  words  he  gives  up  the  right  to  waste  it  which  he  had 
before  and  he  expects  substantial  compensation  for  giving  up 
that  right  ? 


A 
Q , 


Q, 


Yes. 

I  see. 

I  might  qualify  the  word  ."substantia 1"  and  I  would  say  - 

MR.  MCDONALD:  I  am  not  admitting  now  on  behalf  of  the 

producers  I  represent  that  they  did  not  have  a  market  for  this 
gas  many  years  ego.  There  was  a  market. 

THE  CHAIRMAN:  But  you  could  not  get  into  it. 

MR.  MCDONALD:  We  could  not  got  into  it  or  serve.  The 

implication  of  Mr.  Steer’s  question  is  that  was  not  a  fact.  I 
do  not  want  to  interfere  with  his  question  but  I  do  not  want 
the  record  to  read  that  way  and  I  make  this  statement. 

MR.  STEER:  Maybe  if  my  learned  friends  do  not  like 

this  line  perhaps  I  had  better  stop. 

Now  on  this  Page  10  again,  the  last  paragraph*  you  say: 

"In  the  past  the  experience  has  been  that  there  is  definitely 
a  tendency  for  the  market  price  of  natural  gas  to  reach  a 
common  level  over  wide  areas". 

How  wide  an  area  ?  > 

I  would  have  to  describe  it  in  terms  of  perhaps  the  States, 
in  the  States,  a  wide  area  might  be  the  whole  Gulf-coast  and 
mid-continent  region  of  the  United  States  and  I  think  there  is 
a  tendency  now  in  my  opinion  for  natural  gas  to  reach  a  common 
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level  *r  an  equilibrium  of  price  particularly  with  respect  to 
deliveries  to  pipe  line  companies. 

Q,  On  what  do  you  base  that  opinion  ? 

A  I  base  this  upon  this  faot  or  this  information  Mr.  Steer.  I 
am  familiar  with  the  fact  that  the  general  prices  in  the  pan¬ 
handle  and  Hugoton  fields  have  been  around  four  and  five  cents 
for  a  number  of  years.  I  am  familiar  with  the  fact  that  the 
price  of  gas  in  the  Gulf-ooast  region  and  the  Peraeain  Basin 
not  so  long  ago  was  one  and  a  half  to  two  cents  and  that  new 
contracts  have  been  made  for  pipe  line  deliveries  around  four 
to  five  cents.  Now  based  upon  that  information,  Mr.  Steer,  I 
see  in  that  a  tendency  towards  equilibrium  or  a  tendency  to¬ 
wards  a  uniform  price  for  a  wide  area. 

Q,  And  your  investigation  did  not  reveal  to  you  a  case  where 
scrubbed  gas  was  sold  in  that  area  for  two  cents  ? 

A  I  was  dealing  with  pipe  line  gas,  pipe  line  delivery. 

Q,  Carbon  black  gas  is  not  pipe  line  gas  ? 

A  It  is  not  used  for  the  same  purpose. 

Q,  I  suppose  it  can  be  used  for  the  same  purpose  ? 

A  Yes. 

Q,  And  would  you  think  that  a  proprietor  of  a  gas  well  would  sell 
his  gas  for  two  cents  if  he  could  get  four  or  five  cents  for 
it  ? 

A  No  I  do  not  think  so. 

q  i  would  think  not  either.  Now  what  is  the  purpose  of  making 

that  statement.  Have  we  any  wide  area  such  as  you  say  it  has 
a  definite  tendency  in  it  for  market  prices  to  reach  a  oommon 
level  ? 

i 

A  I  would  not  say  you  were  part  of  the  G-ulf-coast  area,  but  the 
purpose  of  that  statement  is  saying  taking  a  comparatively  wid 
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area  and  you  might  start  at  Turner  Valley  or  wherever  gas  may  be 
found,  the  tendency  would  be  for  it  to  have  a  uniform  value. 
There  is  gas  in  Edmonton  and  there  is  gas  in  Calgary  and  the 
tendency  is  for  the  price  over  that  area,  200  miles  apart, 
to  reach  on  equilibrium  ? 

Pardon  ? 

T  did  not  say  you  said  there  was.  I  said  would  you  agree  there 
was  a  tendency  for  prices  in  Calgary  and  in  Edmonton  200 
miles  apart  to  reach  an  equilibrium  ? 

I  would  think  so. 

And  if  by  reason  of  increased  price  in  Calgary,  if  prices  are 

t 

increased  in  Calgary,  the  citizens  of  that  community  are  suffer¬ 
ing  a  serious  competitive  disadvantage  as  compared  with  the 
citizens  of  Edmonton.  Is  that  right  ? 

You  are  speaking  now  of  retail  prices. 

Any  prices. 

Well  I  do  not  think  the  question  of  any  prices  might  not  affect 
the  change  in  field  price.  May  not  affect  the  citizens  of 
Calgary. 

You  think  there  can  be  a  change  in  the  field  price  of  this  gas 
without  changing  the  seven  and  three-quarter  cent  price  at  the 
scrubber.  Do  you,  is  that  your  view  ? 

My  view  is  that  there  might  conceivably  bo  a  change  in  the 
field  nrice  without  changing  the  price  to  the  ultimate  con¬ 
sumer.  You  are  talking  about  the  customers  in  Calgary. 

Yes.  Well  now  the  price  to  the  ultimate  consumer.  I  suppose 
you  know  and  if  you  do  not  you  will  say  so,  the  price  to  the 

i 

ultimate  consumer  is  based  on  the  seven  and  three-quarter 
cents.  The  price  at  the  outlet  of  the  scrubber.  Do  you  know 


that  ? 
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A 
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That  is  one  of  the  factors. 

THE  CHAIRMAN:  I  just  want  to  say,  surely  there  are  other 

factors  in  the  seven  and  three-quarter  cents. 

* 

MR.  STEER:  Yes,  and  you  know  too  that  seven  and  three- 

quarter  cents  price  at  the  scrubber,  the  Public  Utility  Board 
of  this  Province  is  in  control  of  the  situation  ? 

That  is  my  understanding. 

And  you  assume,  knowing  that  the  Chairman  of  this  Board  is  the 
Chairman  of  the  Utilities  Board,  that  that  Board  has  done  its 
duty  and  fixed  on  proper  proof. 

THE  CHAIRMAN:  And  you  will  have  to  assume  that  the  G-overn- 

ment  has  given  me  adequate  staff  of  accountants  and  engineers 
to  do  that. 


MR.  CHAMBERS:  I  think  it  is  important  for  this  witness  to 

know  if  he  is  asked  to  assume  the  charges  have  the  blessing  of 
this  Court. 


MR.  STEER: 

MR.  CHAMBERS: 

MR.  STEER: 

MR.  CHAMBERS : 

MR.  STEER: 
to  do  with  that. 


What  charges  ? 

The  income,  revenue  and  expenditures. 

You  mean  of  this  Board. 

Yes,  from  the  Public  Utilities  Board. 

I  do  not  know  that  this  Board  had  anything 


MR.  HARV7E:  That  is  what  we  are  going  to  find  out. 

I  do  not  know  whether  I  answered  that  question  or  not  or  if 
you  are  interested  in  my  answer  to  that  question. 

MR.  STEER:  I  am  distinctly  interested  if  I  can  get  it. 

My  answer  to  that  question  is  that  I  assume  the  Board  has  done 
its  duty.  However  my  experience  has  been  that  Utility  Companies 
under  regulation  can  go  along  a  number  of  years  before  an 
inquiry  may  be  made  as  to  whether  the  rates  ore  out  of  line 
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with  returns  or  not  and  therefore  if  the  company  happens  to  be 
at  that  point  where  it  has  not  been  investigated  for  a  number 
of  years  at  that  moment  before  the  investigation  is  made  it 
might  be  out  of  line  and  through  no  fault  of  the  Board. 

THE  CHAIRMAN:  Thank  you  very  much. 

MR.  STEER:  On  Page  11,  the  second  paragraph  of  the 

page, - 

"Attached  to  this  brief  are  a  series  of  schedules  and 
charts  on  the  subject  of  the  value  of  gas  at  the  well", 
and  with  that  I  take  it  that  you  moan  price  ? 

Yes . 

(  Go  to  Page  4172  ) 
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Now,  would  you  turn  to  your  schedule  2  on  page  1',  ’’The 
average  value  at  the  well.”  You  ne  an  TTAverage  price,  tT  do 
you? 

Well  I  explained  it,  Mr  .Steer,  in  the  text  there,  that  the 
value  figures  are  not  always  prices  as  such. 

Well,  I  understand  from  what  you  say  in  the  text  that  a  man 
who  uses  his  own  gas  when  he  is  asked  to  value  it,  puts  the 
price  on  it  that  his  neighbour  gets  for  it  when  he  sells  it? 

All  right  . 

All  right? 

Yes  . 

That  is  what  you  mean? 

That  is  right? 

Then  we  will  look  at  your  schedule  here,  and  at  the  top  I  can 
substitute  "price”  for  "value”? 

For  our  thinking  I  think  we  can. 

All  right.  And  I  do  not  suppose  you  are  able  to  tell  us 
anything  at  all  about  the  specifications  of  the  gas  used 
for  the  purpose  of  making  this  contribution.  You  do  not  know 
to  what  extent  it  is  gathered  or  purchased,  and  you  do  not 
know  to  what  extent  it  is  sweet  or  sour,  is  that  right? 

No,  I  do  not* 

You  say,  in  the  first  page  of  your  schedule  2,  that, as  I  under¬ 
stand  it,  these  figures  in  your  attachment  are  what  are  used 
as  an  index  of  price.  Do  you  see  that? 

Yes . 

"For  all  practical  purposes,  however,  this  value".  Now,  you 
are  referring  to  those  average  values  that  are  contained  in  the 
schedule,  in  the  attachment  to  your  schedule? 

Yes . 
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"This  value  is  widely  accepted  and  used  as  an  index  of  price"? 

Yes  . 

Now,  I  would  like  to  ask  you  whether  you  know  of  any  price 
where  any  of  those  figures  in  your  schedule  have  been  so  used? 

I  cannot  specifically  name  a  case  of  where  somebody  went  and 
took  up  the  figures  to  use  them.  I  have  used  them  myself* 
Pardon? 

I  have  used  them  myself. 

For  what  purpose? 

In  reviewing  contracts  that  have  come  before  the  Federal  Power 
Commission  as  to  the  sale  of  gas  to  a  pipe  line  company  by 
producers  to  get  a  general  idea  as  to  what  the  price  is  in  that 
particular  area. 

I  would  think  it  would  be  of  a  lot  more  value  to  you  from  that 
point  of  view  if  you  had  a  record  of  the  prices  in  that  area? 
Yes,  if  you  could  get  that  that  would  be  better  material. 
Perhaps  you  will  tell  us  jus  t  how  you  have  made  use  of  it? 

Now,  a  contract  comes  before  you  which  calls  for  a  price  of 
5  cents  for  gathered  sweet  gas  delivered  at  a  central  point. 
Now,  tell  us  how  you  would  use  those  figures? 

Well,  first  of  all,  I  would  start  out  with  the  5  oents  ,  which 
seems  to  be  an  average  value  there  over  a  wide  area.  I  then 
would  take  these  figures  and  run  it  down  to  the  State 
and  see  what  information  they  have  on  the  state  in  which  this 
gas  Is  being  produced,  that  is  the  smallest  unit  I  could  get. 
From  there  I  would  start  with  such  other  contracts  that  are 
available  and  try  to  make  comparisons,  and  in  no  two  oases  that 
I  found  have  you  g0t  identical  circumstances,  so  that  you  have 
to  begin  to  make  allowances.  Nov;,  this  matter,  as  far  as  the 
Federal  Power  Commission  is  concerned,  being  on  an  investment 
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•base,  I 'might  want  to  know  the  investment  of  the  producer, 
his  expenses,  and  I  will  test  them  by  all  those  factors, 
assuming  we  are  no w  making  an  investigation. 

Q,  Let  us  look  at  the  figure  for  1943.  It  is  5.2  cents,  and  that 
is  an  average  figure,  isn’t  it? 

A  ¥gs  . 

Q,  What  are  the  highest  and  the  lowest  figures  which  go  to  make 
up  that  average? 

A  I  have  the  state  figures.  I  do  not  know  what  the  highest  and 
the  lowest  individual  producer’s  returns  show  that  made  up 
that  average. 

Q,  Are  you  in  a  position  to  tell  me  what  the  highAst  and  lowest 
figures  are  that  go  to  make  up  that  3*2  cents  average  for 
T43? 

A  I  am  not. 

Q  Will  you  go  back  top^e  11?  I  won’t  be  a  greet  deal  longer, 

Sir.  I  would  like  to  ask  you  what  you  mean  by  saying  in  the 
last  part  of  Paragraph  2  "It  is  submitted,  however,  that  the 

x 

values  shown  by  these  schedules”,  what  schedules  do  you 
me  an? 

A  Schedules  2,  3  and  4. 

Q,  ”Are  indicative  of,  and  establish  relative  limits  for,  the 
just  and  reasonable  price  of  natural  gas  at  the  well  in  the 
Turner  Valley  field.”  Now,  I  would  like  you  to  tell  us  in 
particular  what  in  Sohedules  2,  3  and  4  in  your  opinion, 
establish  relative  limits  for  the  jus  t  and  reasonable  price 
of  natural  gas  at  the-  well  in  the  Turner  Valley  field. 

A  Yes.  In  Schedule  No.  2  we  find  over  a  period  of  years,  1940-43, 
or  let  us  take  1938  to  1943,  the  price  or  value  of  natural  gas 
at  the  wells  averaged  over  the  entire  United  States  approximately 
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5  cents.  I  think  that  that  is  an  indication  of  general 
significance . 

Q,  Are  those  the  limits  that  yon  talk  about? 

A  What  is  that? 

Q,  You  are  talking  about  the  price  limits  here  on  Page  11,  arenH 
you,  "Establish  relative  limits  for"?  Now  am  I  to  understand 
your  evidence  to  be  that  the  Board  has  to  take  that  attachment 
to  your  schedule  2  where  you  give  what  is  said  to  be  the 
average  value  at  the  well,  and  that  those  average  figures  on 
the  right  hand  column  established  the  relative  limits  that  are 
going  to  assist  this  Board  in  determining  the  prioe  that  is  to 
be  paid  at  the  well  head  for  Turner  Valley  gas,  is  that  right? 
MR.  MCDONALD:  Mr.  Chairman . 

MR.  -  STEER:  Mr.  Chairman,  I  would  ask  my  loarnod 

friend  not  to  suggest  answers  to  the  witness. 

MR.  MCDONALD:  X  am  no t  suggesting  answers  to  the 

witness*  The  noun  here  is  "schedules" «  "The  relative  limits 
for"applics  to  two  or  three  different  things. 

MR.  STEER:  I  am  asking  the  witness  what  they  do 


apply  to . 

MR.  MCDONALD:  And  he  answered  it. 

MR.  STEER:  ^e  has  not  answered  it. 

Q,  THE  WITNESS:  I  am  going  to  answer.  If  we  take 

Schedules  2,  3  and  4,  we  find  on  Schedule  2,  as  I  was  stating, an 
average  price  of  around,  a  national  figure  of  around  5  cents, 
and  a  tendency  to  stabilize  at  that  point  in  the  United  States, 
that  is,  an  average.  Then  in  Schedule  3  we  find  field  prices 
for  natural  gas  paid  by  a  oertain  group  of  pipe  line  companies, 
and  there  is  a  variation  there  between  an  average  of,  between 
3*96  oents,  3.96  seems  to  be  the  low  for  United  Cas  Pipe  Line 
Company  for  1943,  and  the  high  of  about  7.26  cents  ibr 
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Mississippi  River  Fuel  Corporation  for  1943#  I  would  not 
say  that  Schedule  4  has  much  significance.  It  is  an  indication, 
however,  in  my  opinion,  of  tho  comparatively  higher  value  at 
the  well  than  found  in  other  places  duo  to  proximity  of  markets. 
Now  those  prices  for  1943,  or  values,  are  from  12.3  to  about 
23  cents.  Now,  I  would  like  to  add  that  there  are,  that  these 
prices  and  values  do  average  among  other  prices.  They  are 
average,  and  it  seems  to  me  they  give  some  indication  or  some 
usefulness  in  determining  the  price  of  natural  gas  in  the 
Turner  Valley  field. 

Q,  In  other  words,  what  you  say  is,  referring  to  Schedule  2,  that 
beoause  average  prioes  in  the  United  States  from  1938  to  1943, 
taking  into  consideration  all  the  varying  conditions  of  produc¬ 
tion  and  consumption,  over  that  wide  area,  vary  between  4*95 
from  193  8  to  5 #2  for  1943,  that  the  Board  ought  to  consider 
that  fact  without  any  further  knowledge  about  those  conditions 
in  d etermining  the  well  head  prices  at  Turner  Valley. 

A  That  is  right,  without  any  further  knowledge  of  what  the  figure 
consists  of. 

Q,  And  you  are  not  in  a  position  to  assist  the  Board  with  any 
information  as  to  conditions  of  production  and  prices  in  the 
various  areas  whose  reports  are  taken  to  make  up  that? 

A  No,  I  am  not. 

Q,  And  then,  as  I  understand  it,  looking  at  your  Schedule  3(a) 
of  Schedule  3,  you  say  that  because  in  those  large  areas  that 
are  mentioned  there  we  have  got  prices  ranging  for  the  year 
19  44  between  3.99  and  7.12  that  the  Board  ought  to  take  that 
into  consideration  in  fixing  Turner  Valley  prices? 

A  I  think  it  should  be  helpful. 

Q,  And  is  there  a  single  instance  in  that  list  of  figures  that  you 
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have  given  us,  can  you  pick  oat  a  single  instance  where  yoa 
have  a  situation  comparahlo  to  our  situation  here? 

I  do  not  know  of  any,  Mr*  Steer. 

Now,  will  you  look  at  Schedule  3  again?  And  I  am  going  to 
go  through  these  with  you  in  order.  We  come  to  the  Northern 
Natural  Gas  first*  That  is  sweet  gas  gathered,  is  it? 

Some  of  it  is  gathered  and  some  purchased  at  the  well  mouth. 
It  is  sweet  gas  as  far  as  I  know.. 

Wo uld  the  proportions  of  90 $  gathered  to  10 $  delivered  at  the 
well  head  be  about  right? 

No. 

What  are  the  proportions,  and  what  are  the  figures  on  which 
you  base  your  judgment? 

W©'11,  I  have  for  1944,  a  portion  of  the  total  requirements 
of  the  Northern  Nat  ural  Gas  Company  was  produced  in  the  Otis 
field,  and  at  an  average  of  4.3  cents,  and  reported  as  well 
mouth  purchases. 

Reported  as? 

YjS,  to  the  Federal  Power  Commission,  And  the  total  amount 
of  that  gas  is  six  and  one-half  million  KCF*  That  is  a 
little  bit  more  than  10$. 

A  little  bit  more? 

¥es. 

If  wo  say  fifteen  to  eighty-five,  would  that  be  about  right? 
Now,  another  portion  of  that  gas  total  is  purchased  from  the 
panhandle  Eastern  Pipe  line  Company  at  the  well  mouth,  two 
million,  six  MCF  approximately,  at  an  averate  of  6.2  cents. 
Now,  I  have  not  figured  that  percentage.  Then  there  is 
another  amount,  one  hundred  and  seventy-two  thousand  MCF 
purchased  from  the  well  mouth  at  an  average  of  4  oents. 
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There  are  other  small  deliveries.  I  would  not  know  what  the 
percentage  would  be. 

Q,  No? 

A  But  I  would  say  that  -  I  do  not  know.  I  have  not  the  figure. 

Q,  If  you  do  not  know  let  us  let  it  go  at  that? 

A  ^es  • 

Q,  Then  the  Panhandle  Eastern.  ‘Are  you  able  to  tell  us  about 
that  with  regard  to  the  gas  gathered  and  the  gas  at  the  well 
mouth? 

A  Well . 

Q,  It  is  all  sweet  gas,  is  it? 

A  Yes,  it  is  all  sweet  gas. 

Q,  Do  you  know  any  more  about  the  percentage  there  than  you  do 
about  the  first  one? 

A  No,  I  have  not  the  detailed  figures  on  that. 

Q,  Would  you  dispute  that  it  is  largely  gathered? 

A  I  do  not  know  in  that  case,  Mr.  Steer. 

Ql  The  Natural  Gas  Pipeline  Company  of  America,  would  you  dispute 
that  is  100%  gathered? 

A  Mo . 

Q,  Mississippi  River  Fuel  Corporation,  IjO^o  gathered  and  sweet? 
A  That  is  right. 

Q,  And  the  Natural  G-as  Pipeline  Company  gas  is  sweet  isn’t  it? 

A  Y6s  . 

Q,  And  Interstate,  all  gathered  and  sweet? 

A  No,  I  do  not  think  it  is  all  gathered,  Mr*  Steer. 

Q,  Are  you  able  to  tell  us  what  proportion  is  or  is  not? 

A  No,  X  cannot  fell  you  that.  I  have  not  figured  out  what 

proportion  is  well  mouth  and  what  proportion  is  gathered. 

Q,  Southern  Natural,  gathered  and  sweet,  what  do  you  say  about 
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that  ? 

A  Offhand,  over  a  third  of  that  is  well  mouth  purchased.  It  is 
swoet  gas  . 

Q,  Was  that  pure  has  ad  in  the  ho  nr  os  field? 

A  No,  those  are  purchased  outside  of  the  Monroe  field. 

Q,  Would  you  look  now  at  Schedule  4?  You  talk  here  about  a  down 
trend  in  prices,  and  your  Schedule  shows  that  from  around  1930 
on  there  is  a  distinct  down  trend.  I  wonder  if  that  would  be 
right? 

A  Yes ,  I.  think  so  . 

Q,  Do  you  know  that  in  the  1930s  there  was  a  large  discovery  of 
gas  in  what  is  called  the  Oriskany  field? 

A  Yes  • 

Q,  Do  you  know  that  the  discovery  of  that  large  quantity  of  gas 
led  to  a  competitive  situation  and  resulted  in  the  price  of 
5  or  6  cents  in  a  territory  where  the  price  had  been  30  to 
35  cents  in  the  1920s? 

A  I  do  not  know  the  exact  prices  that  it  led  to.  It  had  a 

very  material  influence,  temporarily,  on  the  prices  for  gas. 

Q,  Temporarily.  It  would  have  the  influence  as  long  as  those 
large  quantities  were  produced,  would  I  be  right  in  that? 

A  Yes,  but  they  were  not  produced  very  long ,  comparatively. 

Q,  Do  you  know  that  there  was  a  discovery  in  West  Virginia  in 
1936,  which  resulted  in  an  immediate  reduction  in  price, in 
the  same  sands,  Oriskany?  » 

A  I  am  not  familiar  with  that.  There  still  is  some  Oriskany 
production  there. 

Q,  IsnTt  the  conclusion  that  we  are  to  reach  from  this 

schedule  of  yours,  that  these  prices  are  all  a  matter  of  the 

c 

law  of  supply  and  demand  with  regard  to  this  situation? 

A  I  think  so. 
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Q  MR.  STEER:  Now  the  purpose  of  your  schedule  5  is 

to  show  that  gas  is  cheaper  in  Ca  lga  ry  than  it  is  in  other 
cities  of  a  population  of  50,000  or  over,  would  I  be  right 
in  the  t? 

A  It  is  cheaper  than  most  of  the  places  of  50,000  population 
or  over  in  the  United  States. 

O  And  you  gave  three  where  the  price  is  even  lower  than  it 
is  in  Calgary? 

A  Yes. 

Q,  And  I  suppose  that  those  cities  are  located,  as  Calgary  is, 
right  at  the  door  of  a  gas  field. 

A  Well  I  think  that  they  probably  are  located  right  in  the 
gas  field. 

Q,  Right  in  it? 

A  Yes,  as  against  Calgary  being  some  distance  away. 

0  Yes.  Now  you  would  not  say  that  because  a  citizen  of 

New  York  had  to  pay  50  cents  a  thousand  for  gas,  that  a 
citizen  of  Calga  ly  should  pay  a  relatively  high  price,  would 
you? 

A  No . 

Q  What  circumstances,  or  perhaps  I  can  shorten  it  by  saying 
that  you  would  expect  that  Calgary  would  get  a  low  price, 
if  there  is  a  waste  product  right  at  its  door,  which  waste 
product  cannot  be  put  to  any  other  use. 

A  Yes,  I  would  expect  than  to  get  a  low  price. 

Q,  Yes,  and  you  would  expect  that  that  price  would  be  lower 
by  reason  of  the  fact  that  the  temperatures  are  low  and 
large  quantities  of  gas  are  consumed  as  compared  with 
these  moderate  climates  where  you  have  given  the  high 
prices . 
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A  With  all  other  factors  being  equal,  Mr,  Steer. 

Q  Yes. 

A  And  all  other  factors,  and  there  may  be  many  -  -  - 

Q  Yes. 

A  With  a  larger  volume  end  the  higher  load  factor,  assuming  it 
goes  with  it,  resulting  from  the  colder  temperatures,  why 
you  would  get  lower  costs  and  I  would  assume  lower  prices. 

Q,  Yes.  Do  your  figures  in  Schedule  5  include  sales  tax  in 
the  United  States  or  are  there  such  things  down  there? 

A  There  is  no  sales  tax.  The  figures  in  Table  5  are  taken 

directly  from  the  publication  of  the  Southern  power  Commission. 

Q,  Whether  or  not  they  include  sales  taxes,  you  do  not  know? 

A  I  do  not  know  offhand. 

Q,  And  I  suppose, if  sales  tax  is  to  be  added  on,  that  just 

makes  your  comparison  that  much  less  favorable,  is  that  so? 

MR.  MCDONALD:  If  sales  tax  is  added  on  in  Calgary? 

WITNESS:  Favorable? 

0  MR.  STEER:  You  do  know,  do  you,  that  our  Calgary 

gas  bears  an  &%  sales  tax? 

A  I  understand  there  is  an  Q%  sales  tax,  yes. 

Q,  I  wonder  if  you  have  Volume  5  2  there  and  if  so,  will  you 

look  for  a  moment  at  page  4073,  Mr.  Fenerty  might  give 
you  his. 

(Volume  52  handed  to  witness.) 

A  What  is  that  page  number? 

Q,  Page  4073.  There  ere  a  number  of  instances  on  that  page, 
you  have  that? 

A  Yes. 

Q,  "There  are  a  number  of  instances",  have  you  that? 

A  Yes. 
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q  "There  are  a  number  of  instances  in  the  States  that  I  am 

familiar  with  where  gas  has  been  flared  snd  is  now  gathered 
for  the  first  time  for  use  for  pipeline  purposes,  and 
prices  have  been  established  between  the  producer  and  the 
pipe  line  company  of  as  much  as  5  cents  compared  with  the 
fact  that  the  gas  was  flared  before." 

Oh  yes: 

"Compared  with  the  fact  that  the  gas  was  flared  before." 

Now  I  would  like  to  ask  you  if  you  know  of  any  places 
where  such  gas  is  not  gathered  and  delivered  to  the  pipeline 
company  at  pressure  sufficient  to  enable  it  to  enter  the 
pipeline,  for  that  price;  what  I  want  to  know  is  whether 
you  knew  of  any  cases  where  that  price  is  paid  at  the  well 
head . 

A  The  examples  which  I  had  in  mind,  of  those  two  cases  was 

one  of  the  Chicago  Corporation  contract  with  the  Tennessee 

,  i 

Natural  Gas  pipeline  Company  and  that  was  Gathered  g~>s. 

Q,  That  was  gathered  gas? 

A  Yes,  and  the  contract  that  I  have  mentioned,  which  I 

participated  in  some  negotiations  on,  I  think,-  I  do  not 
think  but  I  know ,  is  gathered  gas  also, 
q  Yes.  Have  you  considered  how  increases  in  price  would 

affect  the  market,  in  other  words  are  you  a  rate  expert? 

A  I  think  I  am. 

Q  Yes.  Have  you  considered  how  an  increase  in  the  wholesale 
rate  to  Calgary  would  affect  the  construction  of  a  rate 
schedule  for  Calgaiy,  -  maybe  I  did  not  make  myself  clear, 

do  you  understand . 

A  I  think  I  understand  your  question,  Mr.  Steer, 
q  Yes. 
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A  I  heve  not  given  eny  consideration  to  that  problem.  It 

depends  upon  the  price  that  is  established  in  the  wholesale 
rate.  If  the  wholesale  rate  is  a  flat  price  it  will  have 
one  influence  on  the  rate  structure  for  the  City.  If  the 
wholesale  rate  is  a  demand  and  commodity  rate,  it  will  heve 
a  distinctly  different  influence  upon  the  rate  structui-e 
of  the  city. 

Q  Are  we  talking  about  the  same  thing,  namely,  the  price  at 

which  the  Canadian  Western  Company,  which  is  the  distributing 
company,  purchases  its  gas  wholesale? 

A  Yes. 

q  Now  that  price  has  been  fixed  at  7f  cents. 

A  Yes . 

q.  Now  supposing  that  that  price  is  increased, 

A  Yes. 

q  We  will  say  it  is  increased  by  5  cents. 

A  All  right . 

>  » 

q  That  increase  naturally,  the  Canadian  Western  Company 

being  a  public  utility,  has  to  be  passed  on  to  the  consumer, 

A  If  you  want  me  to  assume  that,  I  can  assume  it,  I  do  not 
know  whether  it  is  to  be  or  not. 

q  we  will  show  that, 

A  That  is  up  to  the  Board. 

q  Certainly,  certainly,  but  we  will  assume  that.  But  whet 
I  want  you  to  tell  me  is  whether  you  have  made  any  study 
as  to  the  increase  in  price  to  the  domestic  consumer  that 
would  result  from,  we  will  say  a  hypothetical  5  cent 
increase  in  the  wholesale  price  to  the  Canadian  Western 
Company,  to  Calgary. 

A  I  have  made  no  study  as  to  whether,  what  that  increase 
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would  be  or  whether  anything  would  have  to  follow. 

0  Would  your  experience  lead  you  to  be  able  to  give  an 

answer  to  this  question?  We  will  assume  that  the  price 
is  increased  by  5  cents. 

A  All  right. 

Q,  That  increase  would  have  to  be  passed  op  largely  to  the 

domestic  consumer  because  otherwise  you  drive  the  industrial 
and  commercial  consumer  to  other  fuels. 

A  I  cannot  answer  that  question,  Mr.  Steer.  I  am  in  the 
midst  of  trying  to  analyze  the  competitive  relationship 
of  your  rates  to  competitive  fuels  and  until  that  study 
is  completed  I  cannot  give  you  an  answer. 

MR.  STEER:  I  see.  Thank  you,  that  is  all. 

MR.  MCDONALD:  lust  one  thing,  Mr.  Chairman;  with 

regard  to  the  point  mentioned  by  Mr.  Steer  in  regard  to 
the  rate,  I  asked  Mr.  Steer  some  six  months  ago  to  provide 
us  with,  on  Mr.  Zinder1  s  instructions,  a  number  of  those 
items  which  are  in  the  Notice  of  Motion  which  I  made  or 
finally  filed  end  one  of  them  was,  I  do  not  think  I  have 
got  it  with  me,  but  it  was  to  give  us  an  opportunity  to 
make  the  analysis  which  he  just  asked  the  question  now 
about  and  if  that  is  made  available  I  think  it  is  purely 
s  matter  of  carrying  through,  -we  might  be  able  to 
assist  the  Board  with  that  type  of  information.  It  is 
this,  as  I  recollect  it,  and  Mr.  Zinder  can  explain  it 
if  necessary,  we  wanted  to  know  the  number  of  domestic 
consumers,  the  amount  of  mcf’s  sold  to  them  and  the  average 
price  of  the  mcf  and  all  those  details  which  are  necessary 
to  make  the  analysis. 

THE  CHAIRMAN:  It  is  quite  possible  if  the  wholesale 
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price  went  up  by  5  cents,  it  is  quite  possible,  I  say,  for 
the  earnings  of  the  company  to  meet  the  expenses,  the  oper¬ 
ating  costs  and  the  rate  of  return  and  p  y  this  increased 
price  without  passing  anything  on  to  the  consumer.  I  say 
it  is  possible.  I  do  not  know  whether  it  will  happen  or 
not  but  I  say  it  is  possible. 

MR.  CHAMBERS:  The  information  that  Mr.  McDonald 

refers  to,  I  think,  is  pertinent  to  answering  the  question 
that  my  learned  friend,  Mr.  Steer,  has  put  to  the  witness 
and  I  think  he  will  probably  agree  that  there  is  nothing 
seoret  in  the  sense  of  going  through  his  books  of  accounts. 
After  all,  it  is  a  matter  of  interest  to  this  Board,  the 
weight  to  be  given  to  it  and  other  things,  how  many  domestic 
consumers  there  arc  e  in  Calgary  and  what  is  their  average  bill 
I  mean  if  any  witness  is  going  to  be  asked  about  an  analysis 
of  the  rates. 

THE  CHAIRMAN:  Well  I  have  done  a  11  I  can,  Mr.  Chambers, 

MR.  CHAMBERS:  I  submit,  aside  from  the  other  question 

involved  in  that  motion,  upon  which  you  made  the  Order,  that 
because  this  company  happens  to  be  a  utility,  there  is  no 
reason  why  an  employee  could  not  be  subpoen  .  ed  ,  the  same 
as  an  employee  of  any  person,  whether  under  regulation  or 
not  . 

MR.  STEER:  I  admit  that,  providing  the  evidence 

is  relevant. 

THE  CHAIBVLAN:  Yes.  If  I  granted  a  subpoena  for  the 

purpose,  I  think,  Mr.  steer  would  produce  the  witness  and 
if  I  ordered  the  witness  to  answer  and  if  he  did  not  wish 
him  to  do  so,  he  oould  go  to  the  Appellate  Division.  You 
are  ell  there  now  with  the  other  problem  and  that  could  be 
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decided  also. 

MR.  STEER:  All  I  asked  was  a  general  question, 

as  to  his  knowledge  o’f  these  things. 

MR.  MCDONALD:  Oh  no,  you  referred  to  this  field, 

you  said  7f  cents  to  start  with,  that  was  the  question, 

THE  CHAIRMAN:  There  is  nothing  further  we  can  do 

about  it  at  the  moment  anyway. 

MR.  FENERTY:  I  do  not  went  to  worry  the  Board,  and 

I  know  other  counsel  will  want  to  start,  but  there  is  one 
point  that  I  should  have  asked  and  didn’t  that  will  take 
me  a  very  little  while.  I  am  sure  it  will  not  take  me 
more  than  four  or  five  minutes,  something  which  I  should 
have  asked  in  my  other  examination  and  perhaps  it  might 
be  better  for  me  to  do  it  now  than  fbr  me  to  forget  it. 

THE  CHAIRMAN:  Very  well. 

CROSS-EXAMINE  TION  BY  MR.  FENERTY.  (Continued). 

Q  Mr.  Zinder,  in  discussing  competitive  prices  of  other  fuels 
end  various  things  of  that  nature,  you  indicated  that  those 
prices  would  be  of  assistance  in  arriving  at  the  maximum 
charge,  I  think  that  is  right,  did  you  not? 

A  Yes. 

Q  That  might  be  made. 

A  Yes. 

Q,  And  we  also  arrived  at  the  conclusion  that  a  good  reason 
should  be  shewn  for  any  change  from  the  existing  prioe, 

A  Yes. 

Q,  Yes.  Now  assuming  that  a  submission  has  been  made  to 

this  Board  by  a  large  operator,  who  has  been  engaged  in 
drilling  wells  in  another  field  in  Alberta,  of  a  price 
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at  which  he  would  be  prepared  to  supply  gas  to  the  Canadian 
Western  Company,  it  would  follow,  would  it  not,  that  that 
price  would  fix  the  maximum  price  which  should  be  charged 
for  Turner  Valley  gas? 

A  Would  you  read  that  question? 

Q  On  your  assumption,  on  your  previous  assumption. 

A  Would  you  read  that  question  back  again,  Mr.  Reporter, 

(BY  THE  REPORTER  READING)  MQ.  Yes.  Now  assuming  that  a 
submission  has  been  made  to  this  Board  by  a  large  operator 
who  has  been  engaged  in  drilling  wells  in  another  field 
in  Alberta,  of  a  price  at  which  he  would  be  prepared  to 
supply  gas  to  the  Canadian  Western  Company,  it  would  follow, 
would  it  not,  that  that  price  would  fix  the  maximum  price 
which  should  be  charged  for  Turner  Valley  Gas?” 

0  MR.  EENERTY:  To  the  Canadian  We  stern. 

A  I  do  not  think  so,  Mr.  Fenerty. 

Q,  Oh. 

THE  CHAIRMAN:  I  do  not,  either. 

Q,  MR.  FENERTY:  For  the  purposes  of  this,  I  am  trying 

to  convinc  e  the  Board,  we  are  not  through  with  that  except 
for  the  moment. 

A  No. 

Q,  You  say  that  the  competitive  price  of  other  fuels  would  fix 
the  maximum,  do  you  not? 

A  In  the  market,  the  retail  market  we  were  speaking  of, 

Q,  But  the  competitive  price  of  other  gas  in  the  sane  market 
would  not  fix  it, 

A  well  you  have  not  got,  as  I  understand  your  question,  the 

same  thing.  In  the  one  case,  you  have  an  individual  producer 
who  may  have  a  large  quantity  of  gas  but  related  to  the 
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market  requirements  might  be  very  insignificant  and  in  order 
to  bring  up  all  the  rest  of  that  gas  you  might  have  higher 
costs,  you  might  have  a  whole  lot  of  other  things,  which 
would  have  an  influence  on  it  but  it  would  not  determine  it. 
Assuming  that  his  supply  of  gas  is  available  to  this  market 
and  he  is  prepared  to  supply  it  and  he  is  bona  fide,  would 
that  not  fix  the  maximum  price  which  should  be  charged,  I 
am  speaking  about  the  same  commodity,  gas. 


MR. 

MCDONALD: 

How  much 

gs  s, 

all  of  the 

gas 

or  part 

it? 

MR. 

FENERTY: 

Assuming 

for 

the  mo  me  nt 

th  at 

he  ha  s  a 

supply  equivalent  to  the  supply  left  in  Turner  Valley,  what 
then? 

THE  CHAIRMAN:  Why  should  there  not  be  a  market  sharing 

position  as  between  fields,  just  as  there  is  going  to  be  a 
market  sharing  position  as  between  the  areas  in  Turner  Valley 
and  that  the  wholesale  price  to  the  Canadian  'Western  would 
be  a  blending  of  the  two. 

MR.  EENERTY:  Well  if  the  Board  is  going  to  take  the 

position  that  the  large  field  we  are  talking  about  as 
competitive,  that  it  is  not  relevant  but  that  other  fuels 
have  a  relevancy,  then  I  have  to  revise  my  ideas  but  I  am 
proposing  to  suggest  that  the  best  possible  test  as  to  the 
competitiveness  of  gas  is  in  Alberta,  as  compared  to  gas 
in  We  st  Virginia  . 

THE  CHAIRMAN:  And  I  would  agree  with  you,  Mr.  Fenerty, 

but  for  the  fact  that  pursuant  to  the  terms  of  this  statute 
the  Board  has  ordered  installations  and  investments  to  be 
made  which  is  equivalent  to  investments  by  Government  Order 
and  it  seems  to  me  that  it  would  be  rather  an  unfortunate 
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position  if  the  Government,  a  year  later,  said  to  those 
companies  5*Your  investment  is  lost*’,  merely  tbe cause  gas 
can  be  bought  2  cents  cheaper  in  the  princess  field. 

MR.  FENERTY:  Well  in  answer  to  the  Board,  I  still 

feel  that,  notwithstanding  the  views  expressed,  my  object 
in  asking  this  witness  as  an  expert  is  to  get  his  opinion 
in  the  hope  that  it  might  have  some  influence  with  the  Board. 
THE  CHAIRMAN:  I  am  sorry,  Mr.  Fenerty,  I  will  not  say 

any  more. 

MR.  FENERTY:  No,  but  that  was  the  idea.  I  may  fail 

in  it,  but  I  want  his  views  and  the  Board  may  disregard  them 
or  adopt  them  or  approve  of  them  or  reject  them,  but  I  would 
like  to  get  them. 

0  MR.  FENERTY :  Now  assuming  for  the  moment  that  you 

have  a  supply  of  gas  we  will  say  comparable  with  the  Turner 
Valley  Supply  and  a  reputable  operator  is  prepared  to 
supply  that  gas  to  the  Canadian  Western  at  a  price,  I  suggest 
to  you  that,  on  your  previous  testimony,  that  necessarily 
fixes  the  maximum  price  to  be  charged  for  competitive  gas, 
what  do  you  say  to  that? 

A  I  s  ay  that  it  has,  it  would  have,  under  the  assumptions 
which  you  have  made. 

Q,  Yes . 

A  A  substantial  influence  but  not  necessarily  absolutely 
fix  it  for  this  one  reason,  -  as  a  matter  of  policy*  if 
the  Board  determines  that  by  fixing  that  price  it  will 
have  discouraged  exploratory  drilling  for  gas  for  other 
markets  in  the  area  or  for  future  uses  for  this  market, 

I  would  say  it  might,  or  Turner  Valley,  might  continue 
to  have  Turner  Valley  gas  at  a  little  higher  ret  e*  I  do 
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not  know. 

Does  that  not  apply  to  coal  and  everything  else,  does  it  not? 
Wh  at  ? 

I  am  just  applying  your  coal  idea  to  other  supplies  of  gas 
because  to  me  they  were  in  that  same  position. 

Yes,  I  think  it  ha  s  a  predominant  effect.  Now  on  the  other 
hand,  we  are  dealing  with  a  market,  a  consumers’  market,  and 
if  you  allow  this  side  of  the  equation  to  go  completely  on 
the  demand  and  supply  side  and  not  take  into  account  public 
policy  and  the  relationship  of  the  natural  resources  of  the 
province,  why  I  think  it  would  fix  it  in  the  same  way. 

I  said  I  was  going  to  be  through  before  one,  and  I  will, 
even  although  I  do  not  exhaust  the  subject. 

Yes. 

You  did  suggest  that  the  price  of  gas  in  West  Virginia  had 
something  to  do  with  the  price  of  gas  in  Turner  Valley? 

Yes. 

Yes,  and  I  am  suggesting  if  that  is  so  that  the  price  of 
gas  in  Alberta  from  another  field  has  a  lot  more  to  do  with 
it . 

I  agree  with  that. 

And  I  am  going  to  suggest  to  you,  if  you  apply  the  analogy 
of  a  maximum  price  based  on  competitive  fuel,  that  you  must 
apply  it  to  another  gas  field  if  it  is  competitive. 

No . 

What  is  the  difference?  I  must  confess  I  do  not  get  it. 

I  S8y  as  a  matter  of  public  policy  or  Government  policy, 
if  the  Government  wants  to  encourage  the  development  of 
gas  in  the  field,  or  gas  fields,  and  that  price  would 
discourage  it,  it  might  then  set  a  value  close  to  that, 
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but  further  than  that,  I  agree  it  is  the  same  situation. 

Because  if  you  do  not  agree  with  me  you  have  to  say  competitive 
prices  have  nothing  to  do  with  it,  and  that  it  is  Government 
policy,  you  cannot  take  it  both  ways. 

I  am  not  taking  it  both  ways. 

What  ? 

I  am  not  taking  it  both  ways. 

Well  leave  out  Government  policy  then,  which  has  nothing  to 
do  with  competitive  prices  on  coal  either,  well  leave  out 
Government  policy  entirely  and  I  am  suggesting  to  you  that 
your  analogy  of  competitive  prices,  and  disregarding  Govern¬ 
ment  policy,  that  that  price  of  gas  in  the  other  field  must 
be  the  maximum  w  hie h  should  be  charged  for  Turner  Valley  gas. 
Yes. 

Yes.  The  user  of  Turner  Valley  gas  is  not  pledged  to  keep 
the  oil  operator  in  business  for  the  rest  of  his  life,  is 
he?  He  has  no  such  obligation. 

Not  that  I  know  of. 

If  that  is  right  end  if  that  price,  the  present  price  to 
the  Gas  Company,  end  our  other  assumptions  are  correct,  it 
necessarily  follows  that  we  are  forced  to  the  position 
where  we  should  be  directed  as  to  whether  or  not  the  price 
should  be  something  less  than  that,  is  that  not  correct? 

Less  then  what,  Mr.  Fenerty? 

If  the  price  that  the  suppliers  of  gas  in  another  field 
are  prepared  to  take  for  their  product  or  at  which  they 
are  prepared  to  supply  it,  is  7-f  cents,  the  price  now 
paid  by  the  Canadian  Western,  we  have  got  to  the  point 
in  this  Inquiry  that  it  is  the  maximum  and  that  your 
Inquiry  should  then  go  as  to  whether  or  not  that  is  too 
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much . 

A  Mr.  Fenerty,  in  your  assumption  that  this  other  field  is 
identical  at  least  with  Turner  Valley  in  the  sense  of  the 
resources  behind  it,  the  volume  that  it  can  produce  and  these 
other  factors,  and  they  are  willing  to  sell  it  for  less  than 
7-?-  cents  and  the  question  of  Government  policy  does  not  enter 
into  the  question . 

%  Yes. 

A  And  they  w ant  to,  whether  it  is  competitive  or  not,  but  for 
reasons  they  want  to  just  sell  for  that  7j  cents,  and  it  is 
available  there,  I  would  say  it  would  determine,  under  those 
circumstances  and  under  those  conditions,  the  market. 

Q  That  is  fair  end  one  more  question  and  I  am  through,  when 

we  were  discussing,  or  rather  when  you  were  discussing  these 
field  prices  in  Schedule  3  with  Mr.  Steer,  I  gathered  the 
result  of  that  discussion  was  that  these  prices  in  Schedule  3 
properly  correspond  to  the  field  price  of  7J-  cents  to  the 
Canadian  Western  Gas  Company,  am  I  right? 

A  Well,  their  averages.  They  are  average  field  prices,  and 
I  have  read,  in  answer  to  Mr.  Steerfs  questions,  soma  of 
the  well  head  prices  and  some  of  the  delivery  prices,  so  it 
is  the  average  of  both. 

Q  But  you  gave  a  list  of  field  prices  in  Schedule  3,  "Field 
prices"  is  what  you  call  them,  and  what  they  amount  to  is 
the  sweet  gas  delivered  at  a  gathering  point  at  a  pressure 
which  will  go  into)  the  line. 

A  They  amount  to,  they  represent  sweet  gas  delivered  at  various 
points  in  the  field, 

1  Yes . 

A  In  some  cases  all,  in  a  few  cases,  all,  at  a  central 
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gathering  point. 

Q,  Yes. 

A  In  other  places  at  the  well.  .In  other  cases  pertly  gathered 
and  they  have  to  be  gathered  further,  but  it  is  the  best 
average  I  could  get. 

0  But  most  of  them  to  your  knowledge  do  represent  the  equiv¬ 
alent  of  7-J  cents  here. 

A  My  answer  to  that,  Mr.  Fenerty,  was  that  I  did  not  know  what 
the  proportions  were. 

MR.  FENERTY:  Thank  you. 


THE  CHAIRMAN:  Now  who  ,vill  be  reedy  t  o  go  on  tomonoow 

morning,  you,  Mr.  Chambers? 

MR.  CHAMBERS:  I  think  so. 

THE  CHAIRMAN:  I  suppose  it  is  unfair  to  ask  you  how 


long  you  expect  to  be. 

MR.  CHAMBERS:  Yes,  because  I  have  not  read  yesterdayTs 

transcript  yet. 

THE  CHAIRMAN:  Then  will  you  follow,  Mr.  Harvie? 

MR.  HARVIE:  Yes. 


THE  CHAIRMAN:  And' then  you,  Mr.  Blanchard? 

MR.  BLANCHARD:  Yes. 

THE  CHAIRMAN:  Mr.  Blanchard,  you  have  an  appointment 

for  tomorrow  afternoon? 

MR.  BLANCHARD:  I  will  be  in  Court  tomorrow  afternoon. 

MR.  STEER:  Mr.  Chairman,  there  is  a  thing  which 

is  bothering  me.  It  is  contemplated  that  Mr.  Zinder  is 
going  to  present  a  Western  brief,  if  I  may  call  it  that, 
end  it  would  seem  that  there  is  going  to  be  absolutely  no 
chance  for  us  to  prepare  to  cross-examine  on  that  brief 
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this  w  eek . 

MR.  MCDONALD:  Mr.  Chairman,  what  we  have  decided  in 

regard  to  that  is  this,  I  think  Mr.  Zinder  will  be  available 
for  the  first  two  weeks  in  January  to  ratum  here.  Now  I  was 
going  to  suggest  with  regard  to  that  brief  that  we  deal  with 
that  question  of  the  competitive  fuels  all  at  once  and  that 
the  Gas  Company’s  submission  will  be  filed  and  brought  in,  I 
think. 

MR.  STEER:  Surely. 

MR.  MCDONALD:  And  Mr.  Zinder  will  be  here  to  present 

the  producers’  brief  and  then  the  cross-examination  oould  be 
then,  probably  both  could  be  held  in  the  same  week;  just  how 
many  days  it  would  require  in  January  I  am  not  exactly  certain 
of . 

THE  CHAIRMAN:  If  that  is  so,  there  is  no  particular  need 

of  us  sitting  until  Friday  afternoon  of  this  week. 

MR.  STEER:  Or  Friday  morning  if  this  gentleman 

finishes  tomorrow  morning. 

MR.  MCDONALD:  The  only  reason  I  hesitate  about  this  is 

that  Mr.  Zinder  has  this  Federal  power  Commission  sitting  in 
regard  to  the  investigation  in  the  United  States.  But  the 
chances  are  that  they  will  not  be  sitting  the  first  two  weeks 
in  January.  However,  I  respectfully  suggest  it  will  take  at 
least  five  days  in  that  week  on  competitive  fuels. 

THE  CHAIRMAN:  When  it  comes  to  that,  you  can  have  the 

full  two  weeks,  but.  I  am  speaking  now  of  today  and  tomorrow 

and  looking  out  the  window  at  the  weather  at  the  same  time. 

We  will  sit  tomorrow. 

MR.  HA.RVIE:  And  Friday  if  necessary. 

i 

THE  CHAIRMAN:  If  it  is  really  required  but  I  am  hoping 
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we  will  find  it  unnecessary  to  do  so,  I  mean  by  adjourning 
part  of  this  cross-examination  until  January. 

MR.  CHAMBERS:  As  I  understand  it,  Mr.  Chairman,  it 

is  agreed  that  the  briefs  of  Mr.  Zinder  and  of  the  Gas  Company 
on  these  competitive  fuels  and  the  rotes  will  be  available 
a  he  ad  of  t  i  me  . 


MR.  STEER: 

You  already  have  our  brief. 

THE  CHAIRMAN: 

Oh  yes ,  qfi te  so . 

MR.  MCDONALD: 

Yes. 

THE  CHAIRMAN: 

Then  we  will  adjourn  now. 

(The  Inquiry  was  here  adjourned  to  he  resumed  at  9.50  A.M* 
Thursday,  November  15th.) 
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